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~The pill oint System: Good or Bad?* 


E. R. Dittavou 


Professor of Business Law, University of Illinois 


HE recent controversy over the 
right of the cement industry 
to use the multiple basing 
point system of pricing remains un- 
settled. While the Supreme Court is 
reviewing the conflicting views of 
the Federal Trade Commission and 
the Circuit Court of Appeals, a study 
of the issués involved should simplify 
the task of evaluating the decision 
of the court of last resort when it is 
handed down. It is this thought 
which prompted the inquiry giving 
rise to the comments which follow, 
and, as occasionally occurs after 
study, the conclusions reached are 
not those anticipated at the begin- 
ning of the study. 

Prices quoted by manufacturers to 
buyers located at a distance may be 
on an f.o.b. basis, may be f.o.b. with 
a certain freight allowance, or may 
be on a delivered basis. The nature 
of the commodity and the type of 
competition found at the distant lo- 
cation are in large measure the de- 
termining factors in the selection of 
the procedure to be followed. The 
basing point system makes use of the 
delivered price but has certain other 
features which make a rather de- 
tailed explanation essential to a clear 
understanding of the problem. 


* Acknowledgment is made to H. F. 
Stettler, of the Department of Econom- 
ics, whose assistance in the writing of 
the article was exceedingly valuable. 


[ 1.) 


Nature of Basing Point System 
in General 


A single basing point system pre- 
vails whenever all producers in a 
given industry quote prices as 
though their plants were located at 
the same city. Delivered prices are 
quoted and, regardless of the loca- 
tion of a particular plant, consist of 
a basic price per unit and transpor- 
tation costs from the common base 
point to the purchaser’s destination. 
An excellent example is the ‘“Pitts- 
burgh Plus” system formerly used 
by the steel industry. Each producer, 
regardless of where its mill was lo- 
cated, quoted a delivered price com- 
posed of a base price, as of Pitts- 
burgh, plus freight charges from 
that city to the .destination of the 
buyer. As a result, the Chicago pro- 
ducer of steel quoted its Chicago 
customer the Pittsburgh price plus 
freight to Chicago. The policy was 
criticized because it resulted in 
the Chicago plants’ discriminating 
against their local customers by col- 
lecting what came to be called 
“phantom freight,’ and because the 
resulting higher prices tended to 
discourage the development of new 
industries there. 

The single basing point system 
rather generally has been discarded 
in favor of the multiple basing point 
plan. Under the latter system, sev- 
eral basing points prevail, every im- 
portant production center becoming 
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a basing point. Producers at a par- 
ticular basing point, or those located 
near by, quote a delivered price 
arrived at by adding to their basic 
price the freight charges to the 
buyer’s destination. Similarly, pro- 
ducers at other basing points have 
their own basic price but add the 
cost of transportation by rail to the 
buyer’s destination. This procedure 
is followed until the: producers at 
one production center come into 
competition with those located at 
another basing point. Under these 
circumstances, the producer whose 
delivered price would normally be 
highest automatically drops his price 
formula and uses that of his distant 
competitor. 

Stated differently, a seller may 
elect to do business in two distinct 
areas. In one, the territory adjacent 
to his plant, he has a freight ad- 
vantage over his distant competitors 
and is in a fair position to obtain 
his full basic price plus freight 
charges to the buyer’s destination. 
This is his most profitable territory 
and the one which under normal 
conditions is most energetically cul- 
tivated. The second area is one 
which falls within the normal trade 
territory of his distant competitor 
and in which, if he is to operate at 
all, he must absorb a portion of the 
delivery charges in order to meet his 
competitor’s price. A producer that 
elects to do business in a competi- 
tor’s natural territory must of neces- 
sity accept a lower net mill price on 
its product in that area than it does 
on its local business, because of the 
freight absorption, and is likely to 
do so on the theory that this is 
“plus” business, and will be profit- 


able so long as the net received 
yields something in excess of vari- 
able costs. The distant competitor is 
also at liberty to penetrate the favor- 
able trade area of the first producer 
by meeting the latter’s delivered 
price. This may, and at times doubt- 
less does, result in what is known as 
crosshauling, in that the product 
of A’s mill on the road to B’s terri- 
tory passes B’s product bound for 
A’s trade area. The economic waste 
involved in crosshauling and the 
matter of discrimination in price 
are reserved for later discussion. 
To illustrate the nature of the 
basing point system, let us assume 
that an industry has only three bas- 
ing points, namely, Pittsburgh, Chi- 
cago, and Birmingham, and that the 
respective prices per unit of the 
product being sold are $10, $10.50, 
and $11. In using the basing point 
system, the Pittsburgh plant quotes a 
delivered price to its customers made 
up of $10 plus rail charges to the 
buyer’s destination. However, as it 
approaches customers in the direc- 
tion of Chicago it reaches a point at 
which the Chicago price of $10.50 
plus transportation charges is less 
than the Pittsburgh price. It is at 
that point that the Pittsburgh plant 
begins to penetrate the favorable 
trade area of the Chicago plant and, 
since its product is identical in 
nature with that of the Chicago 
plant, it must either withdraw from 
that area or drop its own price 
formula in favor of the Chicago 
price. If it follows the latter pro- 
cedure, it absorbs a portion of the 
freight charges, realizing a lower 
mill net than $10 a unit for its 
product. Whether or not it actively 
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' solicits business in the Chicago area 
will in all probability depend in 
large measure upon how near to 
capacity its plant is operating. 

The same situation prevails as 
between Chicago and Birmingham. 
The Chicago plant can quote a de- 
livered price of $10.50 plus freight 
to destination until it meets price 
competition from the Birmingham 
plant. In the latter’s favorable trade 
area, the Chicago plant can obtain 
business, if at all, only by meeting 
the price of its competitor. The 
problem becomes more complex, 


however, if a non-basing point mill. 


is operating at St. Louis. It has no 
basic price of its own, being a typi- 
cal price follower. In the normal 
trade area of the Chicago plant it 
quotes the delivered price of the 
Chicago plant and in the Birming- 
ham trade area it quotes the latter’s 
price. As a natural consequence of 
this action, it charges its St. Louis 
customers more than it does its Chi- 
cago customers; or, in general, the 
farther its customers lie in the direc- 
tion of the basing point mill, the 
lower will be the delivered price of 
the product! The price to its local 
customers is the Chicago price plus 
freight charges from Chicago to St. 
Louis. Thus “phantom freight” en- 
ters into the picture as a feature of 
the charge of discrimination. 


The Cement Industry 


Cement, like the products of most 
other industries making use of the 
basing point system, is a standard- 
ized commodity. Its quality and 
characteristics are in large meas- 
ure the result of specifications pre- 
scribed by engineers and _ testing 


agencies. It is purchased almost en- 
tirely on a price basis; any slight 
deviation in the price per barrel will 
attract customers from one producer 
to another. Quality competition does 
not exist to any appreciable degree. 
As early as 1902, producers of ce- 
ment began to quote a delivered 
price, and in general that policy has 
been continued to the present time. 
As new mills made their appearance, 
they followed the current practice, 
the reason being that customers de- 
sired to know how much the cost per 
barrel would be when delivered to 
their particular destination. Only in 
this manner could the dealer com- 
pare the price he was obtaining with 
that which other producers were 
quoting or which his competitors 
were receiving. However, as truck- 
ing became a significant medium of 
transportation, the producers, or cer- 
tain of them, evinced a certain re- 
luctance to quote an f.o.b. price 
which would permit the dealer to 
supply his own transportation equip- 
ment or to make use of trucking 
agencies. 

The cement industry has generally 
made use of the basing point system, 
although at times and in certain 
areas it has been modified by a uni- 
form delivered price in certain 
zones, each community in the zone 
receiving the same delivered price. 
Since transportation expense is an 
important factor in the cost of ce- 
ment, members of the industry tend 
to locate new mills in any area 
where the demand warrants the ex- 
penditure. This has been made pos- 
sible by the fact that shale or lime- 
stone —the basic raw material used 
in cement production—is gener- 
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ously deposited in the various sec- 
tions of the United States. As each 
new center of production develops 
it establishes its own base price, ex- 
cept that at isolated points a single 
plant may determine to become a 
non-basing point mill. 

By the time the hearing was ini- 
tiated, roughly speaking, there were 
sixty basing points, eighty producers, 
and one hundred fifty mills, several 
producers having two or more 
plants. There was some evidence 
that occasionally a person interested 
in the industry talked to another 
member about price policy or a pos- 
sible new base, but there was no 
evidence to indicate that the Cement 
Institute — the trade organization — 
had at any time or in any manner 
sought to determine the number or 
location of basing points or to con- 
trol the price at any particular base. 
Every producer is free, if he desires, 
to establish his own base price, al- 
though the potential threat of com- 
petition at that price in his area 
from outside producers is always 
imminent in case he does so. 

The bulk of cement is sold to re- 
tailers and, despite large quantities 
sold to government agencies and in- 
dividuals for construction-work, the 
retailers determine in large measure 
the price policy which is adopted. 
For reasons previously suggested, 
they readily admit their preference 
for a delivered price under most 
conditions. They are just as quick 
to admit that they have no prefer- 
ence for a brand name when prices 
are at variance, buying whichever 
brand is offered. at the lower price. 
The government likewise purchases 
according to specifications and not 


brand, price alone determining suc- — 


cessful bidding when a price differ- 
ential exists. 
The price of cement has tended 


to be uniform in any particular trade 


area, although it may vary as be- 
tween basing points because of dif- 
ferences in production costs. There 
have been sporadic instances of 
price competition at a given point 
but, on the whole, all producers 
operating in a given area quote an 
identical price. If one plant raises or 
lowers its price, such information 
is readily accessible to other plants 
through the efforts of salesmen in 
the field. In case the plant is a 
leader in the field, other producers 
tend to follow if the price change is 
upward, whereas if it is downward 
they are compelled to follow or 
cease doing business. The price has 
become so uniform that in practi- 
cally all bids made to governmental 
agencies for public construction 
prices are quoted identical to the 
fraction of a cent per barrel. This 
uniformity has been facilitated by a 
freight rate book issued by the Ce- 
ment Institute, which gives the rates 
by rail from various production 
centers to locations within their 
normal trade areas, converted from 
the tariff rate, which is expressed 
only by weight, to a per barrel basis. 
This makes it possible for any pro- 
ducer who desires to share in a gov- 
ernment project to figure exactly 
what the nearest competitor will 
quote if he uses his normal base 
price plus freight to destination. 
Thus, any bidder is in a position to 
underbid his competitor if he de- 
sires, but he seldom does so. 
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As a result of this uniformity in 
price, several investigations and in- 
quiries have been conducted but no 
successful action by the government 
resulted until, after a hearing, the 
Federal Trade Commission in 1943 
issued a cease and desist order re- 
quiring the cement industry to aban- 
don the basing point system. The 
order also provided that each plant 
was to quote its own independent 
basic f.o.b. price. The action was 
predicated upon existing anti-trust 
legislation— the Sherman, Clayton, 
and Robinson-Patman Acts — which 
makes it illegal to contract, conspire, 
or combine for the purpose of re- 
straining trade or creating a monop- 
oly. The legislation also attempts to 
eliminate unfair trade practices 
tending to substantially lessen com- 
petition or toward the formation of 
a monopoly. Chief among the unfair 
trade practices frowned upon by 
legislation is price discrimination 
whenever its tendency is to affect 
existing competition unfavorably 
and substantially. 


Economic Considerations Involved 


Those who challenge the basing 
point system —#in this instance the 
government, supported by certain 
economists — generally do so on one 
of two counts. 


1. It is contended that its use re- 
sults in the elimination of price com- 
petition and the maintenance of a 
sufficiently high and rigid price 
structure to pay the unnecessary 
costs of crosshauling and a return 
upon obsolete and excess plant 
capacity. 


2. There is present as an inherent 
feature of any such system improper 
price discrimination. 


On the first count, the reasoning 
of the opponents of the basing point 
appears to run about as follows: 
Uniform prices exist; these prices 
are high enough to absorb fixed 
charges, variable costs, transporta- 
tion charges — including a substan- 
tial amount of crosshauling — and a 
fair return on invested capital even 
though the plants seldom operate at 
or near capacity. These prices are 
more or less constant and offer un- 
usual resistance to the forces which 
normally result in price reaction. 
Since no other evidence of agree- 
ment or understanding among the 
producers is evident, this failure of 
price competition must stem from an 
agreement to maintain the basing 
point system or merely from main- 
taining it. Consequently, it is urged 
that the basing point system is the 
result of an agreement or under- 
standing and that it is the cause of 
or aids in the maintenance of a uni- 
form price and the absence of price 
competition. 

In this connection the government 
complains that the local cement 
mills do not react naturally and com- 
petitively when a plant from another 
trade area encroaches upon their 
territory. It is insisted that the 
most normal reaction would be for 
the local plants to lower their price, 
to the extent necessary to insure for 
themselves all the business in that 
territory in which they have a 
freight advantage; whereas actually 
the local plants appear to permit the 
outside competition and counter by 
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seeking business in their competi- 
tor’s territory. It is even insisted 
that if a true competitive condition 
existed, basic prices at any particular 
production center would be so low 
that penetration of its natural terri- 
tory by a distant competitor would 
be impossible, thus enabling the 
local plant to capture all the local 
business. By way of illustration it is 
suggested that the cement mill lo- 
cated nearest Chicago, other costs 
being equal, could establish a profit- 
able price at so low a figure as to 
insure for itself all the business in 
that area. Actually, it is said, that 
plant gets only one-third of the busi- 
ness and looks elsewhere for enough 
sales to keep its plant in operation. 
* The very fact that other plants are 
able to ship into Chicago is cogent 
evidence that an artificially high 
price is maintained, presumably 
through the basing point system. 
The reply to this series of conten- 
tions is that uniform prices in any 
particular trade area do tend to 
exist, but that they are the result 
of competition and not evidence of 
thes lack Of Mites oIncescementmicmal 
standardized commodity and the 
buyer purchases exclusively on the 
basis of price, no producer can 
charge more for its product than is 
charged by another and remain in 
business. The demand for its product 
would rapidly decline until its price 
was lowered to meet those of com- 
petitors. Prices move up or down in 
conformity with the law of competi- 
tion. In every field of endeavor there 
are price leaders and price follow- 
ers, the leaders being those which 
because of size, experience, or ini- 
tiative are entrusted with the estab- 


lishment of the price structure in a 
given area. They are familiar with 
price-determining factors such as 
costs, demand, present stockpiles, 
and the general attitude of the buy- 
ing public. If the leader sees fit to 
drop his price, the followers auto- 
matically fall in line and no agree- 
ment is needed to compel them to 
do so. Likewise, if the leader de- 
termines that an increase in price 
is in order, the followers are gener- - 
ally content to raise their price. If 
they fail to do so, they know that 
in a short time the leader will aban- 
don his increase and return to the 
former level or a price that is even 
lower, in which case a price war is 
a likely prospect. It takes no agree- 
ment or understanding to make this 
fact patent. 

It is also insisted that profitable 
prices in any one area can never be 
so low as to exclude outside com- 
petitors whose plants are operating 
at less than capacity. These distant 
plants can afford to take foreign 
business at a lower mill net price 
than they receive on their local busi- 
ness so long as the reduced price 
covers the variable — out of pocket 
—costs and produces some addi- 
tional amount to aid in the reduc- 
tion of fixed or overhead costs. The 
Chicago plant, being unable to es- 
tablish a price low enough to ex- 
clude them, establishes a price high 
enough so that it can afford to pene- 
trate their area by absorption of 
freight where that is necessary. Too 
much crosshauling is bad, but the 
industry insists that much of the 
freight absorption is not caused by 
crosshauling. It often results when 
plants in one area supplement tem- 
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porarily those in another area which 
are encountering difficulty in meet- 
ing the demand. Crosshauling exists 
in every industry and is essential to 
choice of products and service. In 
essence it prevails in every com- 
munity in which two or more retail 
milk trucks cover the same neigh- 
borhood. It is expensive but has al- 
ways been thought of as fostering 
competition rather than as interfer- 
ing with the freedom of competition. 
However, where the cost of trans- 
portation is a substantial element in 
total cost, crosshauling should be 
avoided to an extent consistent with 
our democratic institutions and pat- 
tern of life. The government method 
of avoiding it appears to be by a 
division of .territory which gives 
rise to a local monopoly. 

The government charges that the 
use of the basing point system re- 
sults in unfair price discrimination 
in that the producer realizes a lower 
price on its business in an unfavor- 
able trade area than it does in its 
immediate or favorable territory. 
This discrimination, it is said, robs 
the local customers of those natural 
advantages which are presumed to 
accrue to those who live near the 
source of production. The situation 
is particularly annoying in the case 
of non-basing point mills, with their 
collection of phantom freight. Anti- 
trust legislation is being violated in 
that the Clayton Act expressly pro- 
vides against discrimination when 
the effect may be to substantially 
lessen competition. It is alleged that 
this act is violated by the use of the 
basing point system and especially 
in connection with the non-basing 
point mill. 


The producers of cement readily 
admit that the use of a distant com- 
petitor’s price results in discrimina- 
tion but insist that such discrimi- 
nation is approved by the anti-trust 
legislation rather than repudiated by 
it. It is urged that discrimination is 
improper only when its effect is to 
lessen competition and that competi- 
tion is impaired under only two sets 
of circumstances. In one situation 
the discriminatory price is given to 
drive a competitor out of business — 
a price lower than that offered by 
him, in order to raid his territory 
and eventually discourage him from 
continuing in business or to bring 
about some surrender by him. Under 
these conditions the discrimination 
results in underselling, a competitor. 
The second situation arises from a 
discriminatory price which favors 
one customer over another, thus 
placing the favored customer in an 
advantageous competitive position so 
that he is able to undersell his com- 
petitors and thus eliminate them 
from competition. The cement indus- 
try insists that it is not guilty of 
discrimination of either kind. Its 
discriminatory price is purely com- 
petitive in that it merely meets com- 
petition and never undersells. The 
Clayton Act expressly stipulates that 
discrimination in price to meet com- 
petition is justified. The cement pro- 
ducer is barred from discriminating 
in price to raid his competitor’s 
territory or to undersell on the 
fringes of his favorable trade area 
in order to resist outside competi- 
tion. Neither of these is being done. 
The discrimination is merely for the 
purpose of meeting competition — 
to offer the same price offered by a 
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competitor — which preserves, com- 
petition and offers the buying public 
a choice of products and service. 

Discrimination of the second type 
is not involved in the cement indus- 
try. The purchasers of cement at 
different locations are not in com- 
petition with each other. Each uses 
the cement in his own location, and 
so long as all customers in that area 
receive the same price there is no 
discrimination on this level. The 
non-basing point. mill, although it 
charges its local customers more 
than it does those at a distance, does 
not thereby impair competition; its 
customers are not in competition 
with one another. All in all then, it 
is said that such price discrimination 
as exists has no effect on competi- 
tion, being purely for the purpose 
of meeting competitive prices and 
preserving competition. 


Conclusions 


The rather cogent reasoning of the 
users of the basing point system is 
that it has developed out of an old 
and established trade practice which 
has been dictated in large measure 
by the buying public’s insistence 
upon a delivered price. It is not 
necessarily «a consequence of an 
agreement or understanding, al- 
though one is tempted to question 
why certain artificial means are 
taken to preserve it in its particular 
form. Similarly, one is easily con- 
vinced that uniformity of price in 
the cement industry is the conse- 
quence of uniformity of product, 
being the result of competition and 
not evidence of its absence. The 
price must be uniform or the higher- 
priced product will remain unsold. 


However, it appears better in reach- 
ing conclusions concerning the is- 
sues involved to weigh the effect of 
the Federal Trade Commission’s 
order on evils said to persist in the 
present price structure. The critics 
of the basing point system are prone 
to jump to the conclusion that its use 
presupposes an agreement or under- 
standing to maintain an unreason- 
ably high and rigid uniform price 
which can be enforced effectively 
only through the medium of the 
basing point system. The Federal 
Trade Commission has adopted this 
view and, although its order is sub- 
ject to various possible interpreta- 
tions, it appears to require that all 
producers quote an f.o.b. price. Any 
delivered price is to include only the 
actual transportation costs and the 
basic f.o.b. price, no systematic devi- 
ation therefrom being permitted for 
the purpose of quoting a price which 
is identical with that of competitors. 
The Circuit Court of Appeals set 
aside this order and the Supreme 
Court has the matter under con- 
sideration. 

Will price competition be restored 
by requiring in effect each mill to 
quote only an f.o.b. price? Will 
prices be less rigid as a consequence 
of the elimination of a delivered 
price? Will crosshauling and price 
discrimination be dispensed with 
and, if so, at what cost? A careful 
study of the matter indicates that 
the destruction of the basing point 
system is quite unlikely to restore 
price competition, the more probable 
result being a substantial reduction 
of competition. The fact should be 
accentuated that price competition 
between different basing points ex- 
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ists at present in that each basing 
point establishes its own independent 
price based upon local costs and de- 
mand. It may raise or lower its basic 
price without regard to what hap- 
pens in other trade areas and in do- 
ing so expands or contracts its nat- 
ural trade area. If the price is 
reduced, it intrudes on what was 
formerly the favorable area of 
another production center. Conse- 
quently, there is always price com- 
petition along the fringes of favor- 
able trade areas in that producers 
in one area can and do affect the 
price which is received by producers 
in another area. Furthermore, price 
competition can exist, and at times 
has existed, under the basing point 
system. There is nothing in the use 
of a delivered price, calculated by 
application of all transportation 
costs, which makes it impossible for 
one producer to shade the price of 
another. His failure to do so is 
readily explainable on grounds 
other than an agreement or monop- 
oly. Two totally unrelated factors 
may have prompted it: (1) a feeling 
that over a long period of time he 
will better protect his service to 
the public and at the same time pre- 
serve his capital investment by be- 
coming a price follower; (2) a fear 
that he will be charged promptly 
with discrimination in price to de- 
feat competition in violation of the 
terms of the Clayton Act. Will 
the use of f.o.b. prices vitally affect 
the situation? 

Several plants are in operation at 
the more important production 
centers, and dropping the basing 
point system will not ipso facto re- 
store price competition between 


these plants. In their own back yard, 
these competitors will, and of neces- 
sity must, continue to quote a uni- 
form f.o.b. price. Price leadership 
and price following will be just as 
effective as though the basing point 
were in use. Consequently, in this 
area no increase in competition can 
be expected from the abandonment 
of the basing point system. Further- 
more, the cease and desist order of 
the Commission in effect forbids 
competitors in one production center 
from competing with those in an- 
other by insisting that f.o.b. prices 
and actual transportation costs be 
used. Accordingly, whenever the 
basic price and transportation costs 
at one center exceed those of an- 
other center, producers at the former 
withdraw from the latter’s favor- 
able trade area because they are not 
permitted to discriminate to meet 
competition. Therefore, if the order 
of the Commission stands, whenever 
the government requests bids for 
cement, the bidders will of necessity 
be only those from the favorable 
trade area involved. It would be use- 
less for others to bid, since their 
price would necessarily be higher. 
The bidders will be fewer in num- 
ber and the prices quoted just as 
uniform as they have been in the 
past. Thus, less competition, rather 
than an increase thereof, will be the 
result and the Federal Trade Com- 
mission finds itself in the unjusti- 
fiable position of prohibiting a prac- 
tice specifically permitted by the 
Clayton Act, namely, discriminating 
in price for the purpose of meeting 
competition. If the order should be 
construed to permit such discrim+ 
ination, the price must again be uni- 
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form, because the Clayton Act per- 
mits the distant competitor to meet 
competition only and not to discrim- 
inate in order to undersell. The 
elimination of the basing point sys- 
tem accomplishes nothing in the way 
of restoring individual pricing poli- 
cies. Potentially, uniform price is as 
much of a threat as before and 
service or product competition has 
been radically curtailed. 

Much the same can be said for 
price rigidity. If uniformity remains 
undisturbed by f.o.b. prices, the 
price structure is not likely to be 
any more flexible than it has been in 
the past. Price leadership and price 
following are certain to continue, 
and one is led to question whether 
unstable prices.are desirable. Cur- 
rently, and for some time in the past, 
much of the effort of the national 
government has been expended 
toward the stabilizing of prices. 
Support prices, government loans, 
and controlled prices all operate in 
favor of price rigidity. The same 
holds true of regulated industries, no 
greater price rigidity existing in 
any area of productivity than is 
found in the field of public utilities. 
In other areas cutthroat competition 
has been found very undesirable 
from the viewpoint both of the pro- 
ducers and of the public. Chaos is 
the result. Consequently, is it not 
futile to hope that mere abolishment 
of the basing point system will im- 
mediately cause competitors to en- 
gage in such keen price competition 
during a period of reduced demand 
that certain of them will be forced 
out of business? Even then there is 
a serious question whether the more 
efficient or financially stronger 


plants will prevail. The economic 
loss sustained by such competition 
with cost of rebuilding after the 
demand returns to normal would be 
tremendous. Society is much more 
likely to profit from a fairly stable 
price level than from one which is 
in a constant state of flux; but in 
any event no relation can be dis-, 
cerned between stable prices and the! 
use of a basing point system. Prices 
are neither more nor less rigid as a 
result of its use, and such rigidity 
as prevails in the cement industry _ 
stems from the natural desires to _ 
survive and to realize a profit on the © 
capital invested. | 
Crosshauling and price discrimi-_ 
nation quite naturally will cease to 
exist if an effective order forbids 
them. The consequence of such an 
order, however, is to give the pro- 
ducer or producers at any particular 
production center a natural monop- 
oly within their favorable trade 
area. This places the Federal Trade 
Commission in the rather awkward 
position of fostering monopoly, 
whereas it was designed and created 
to encourage competition. Further- 
more, the Clayton Act expressly 
provides that a discriminatory price 
granted to meet competition is justi- 
fied. Continuation of such a prac- 
tice assures product competition, 
which may not be too significant in 
the case of standardized commodi- 
ties, and assures service competition, 
which is of vital importance to con- 
sumers of the product. If price dis- 
crimination is permitted, a certain 
amount of crosshauling will con- 
tinue because a plant in an area with 
a limited demand will attempt to 
recoup some of its fixed charges by 
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absorbing enough transportation 
costs to invade a competitor’s area. 
The natural reaction will be for the 
competitor to counter with the same 
move. To a limited degree, cross- 
hauling is required to preserve 
service competition but if the eco- 
nomic loss becomes such a_heavy 
burden that the public heartily dis- 
approves, the evil will have to be 
corrected by new legislation and 
not under the guise of legislation 
which explicitly approves of it. 
Finally, it may be said that exist- 
ing legislation does not solve all the 
problems of public interest arising 


out of those business enterprises 
which require huge capital invest- 
ments. Three solutions to the prob- 
lem are available. These industries 
may be taken over by the govern- 
ment, may be regulated by the 
government as are recognized mo- 
nopolies, or may be deprived of 
monopolistic profits by an income 
tax designed for that purpose. How- 
ever, the best solution probably is to 
leave them as they are, with such 
competition as does exist, until it 
is clearly shown that profits over 
long periods are excessive or that 
present legislation is clearly violated. 


War and Postwar Migration. — The tremendous volume of migration dur- 
ing and immediately following the war was made necessary by geographical 
shifts in employment opportunities. In the United States, 15 million 
civilians, fourteen years of age and over, migrated from their home coun- 
ties during the war years and 6 million migrated in the year immediately 
after V-J Day. These figures are exclusive of the movement into and out of 
the armed forces. While migration probably is necessary to maintain full 
employment, serious community and employment problems are created 
thereby. Workers on the move in the postwar period temporarily increased 
unemployment and added to the problem of absorption by industry. 

An unexpected trend in postwar migration is that relatively few 
migrants have returned to their prewar residence. Only one out of every 
four postwar migrants has returned to the county in which he lived in 
1940. The majority of postwar migrants were either people who had not 
moved during the war or wartime migrants moving on to new places. 
— From the Monthly Review of the Federal Reserve Bank of St. Louis, April 
1, 1947. 


Whither Labor? 
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NE glance at the accompany- 
O ing Table I reveals a star- 

tling fact. Slightly more than 
four out of five persons in our 
country are now dependent on an 
employer for their livelihood. Here 
is a strong contrast to our early 
19th Century tradition of every man 
his own boss. If any single reason 
is fundamental to an explanation 
of why we have a labor movement, 
or why it is of increasing impor- 
tance, these rather cold and imper- 
sonal figures set forth that reason 
in unmistakable terms — dependence 
on somebody else. Dependence on 
someone else no doubt is a neces- 
sary condition for a labor movement, 
but it is not, in itself, a sufficient 
condition. The proportion of the 
population dependent on those who 
direct their labor must have been 
even higher than eighty per cent 
during medieval feudalism. The size 
of the self-sufficient community and 
the freedom to organize a labor 
movement should be givén a promi- 
nent. place in a list of reasons for 
our labor movement. Other con- 
ditions that are important, and more 
frequently recognized, include the 
increasing size of the business unit, 
absentee ownership, mechanization, 
specialization, urbanization, public 
education, cyclical and technological 
unemployment, and war. The inten- 
tion of this brief discussion is to 
inquire what general directions our 
labor movement may take, and par- 


ticularly whether we can logically’ 
expect developments here that are: 
similar to those in Britain. 


OBJECTIVES OFTHE | 
AMERICAN LABOR 
MOVEMENT 


The four principal objectives of the | 
labor movement in this country are: 
(1) better working conditions; (2) a. 
shorter work week; (3) higher. 
wages; and (4) a more favorable po- 
litical environment. Let us consider. 
the possible directions of our labor 
movement in relation to these four 
objectives. 


Better Working Conditions 


Poor ventilation, inadequate light- 
ing, hazards, monotony, physical ex- 
haustion, the whip and the lash were 
not invented by cruel Legrees of 
the Industrial Revolution. Most of 
these unpleasant and dangerous 
things have existed for centuries; 
some are as old as mankind. On the 
debit side, the Industrial Revolution 
itself created some poor working 
conditions, but it tended rather to 
intensify the effects of existing evils. 
A significant change occurred dur- 
ing the 19th Century, as more people 
began to think of these conditions 
as bad—pbad for business, bad for 
society. Favorable statutory recog- 
nition of labor in Britain and the 
United States first appeared in laws 
that regulated the conditions of 
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TABLE I 
EMPLOYERS AND EMPLOYEES IN THE UNITED StatTEs, 1880-1939 


(Expressed as percentages) 


1880 1890 
ALL GAINFUL WORKERS....| 100.0 100.0 
PE M PLOY EES 3.0). s<s.c0s : 63.1 66.2 
Wiace Harnercws2. nevnc nt Ja ane S27 54.4 
GCleficalliand'Sales sci os nes 6.5 ay 
Professtonalivr. eseete he ats ses 2.8 al 
INEAMa perialopeehy merlot Arosa. arc tet Bi, 
ALL SELF-EMPLOYED 
EN CDE RODRISERS Fe ec ore: s 36.9 33.8 
Rarmers weet eho s. eases 27.8 24.6 
Nonfarm Business ............... 8.0 0 
Protessopalian oh co a58 sews dt ap 


1900 1910 1920 1930 1939 
100.0 100.0 100.0 100.0 100.0 
69.2 TSrad, 76.5 79.7 81.2 
56.5 a 55.0 54.3 54.3 
8.0 hdl 14.7 17.3 18.3 
3.4 3.7 4.2 D2 5.6 
1.3 1.8 2.6 ESS) 3.0 
30.8 26.3 23.5 20.3 18.8 
21.4 17.6 16.0 WA. Cl 11.8 
8.2 dank 6.5 6.6 6.1 
122 1.0 eC) 1.0 0.9 


Source: Spurgeon Bell, Productivity, Wages, and National Income (1940), p. 10. 


work, and even today the demands 
of labor that can be justified on 
humanitarian grounds meet with 
fewer objections than most of its 
other demands. Requests for special 
funds, neatly wrapped in humani- 
tarian packages, are a corollary of 
this proposition. Nevertheless, it re- 
mains true that conditions of work 
will continue to be an important 
reason for our labor movement. The 
recent mine disaster in Illinois is a 
case in point. Improvement of con- 
ditions of work is inevitable. 


Hours of Labor 


Hours of labor are closely akin to 
conditions of work, and restrictions 
on hours of labor were originally 
enacted for humanitarian reasons. 
Fifty or more years ago, employers 
began to discover that in some cases 
it was possible to obtain a greater 
total output with a shorter work 
week, and this helped to reduce 
laborers’ hours. As long as techno- 


logical progress remains more than 
one jump ahead of the shrinking 
work week, the opposition to shorter 
hours will not change the long-sus- 
tained trend towards an ever shorter 
work week. It should not be over- 
looked that labor shows an increased 
desire to acquire more leisure at the 
expense of more goods and services. 
This is largely unintentional, since 
individual wage bargaits strive to 
secure a shorter work week at the 
same rate of pay. If this procedure - 
is unilaterally successful, it will 
mean more leisure with the same 
amount of goods and services for 
a limited segment of labor. Should 
all wage bargains follow the same 
pattern, there will certainly be more 
leisure, but unless technological 
progress has closed the gap there 
will also be fewer goods and serv- 
ices. The possibility exists that 
labor collectively may lower the ma- 
terial standard of living, while sepa- 
rate groups are under the delusion 
that they are individually raising it. 
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Wages 


Improvement of the conditions of 
work and the hours of labor have 
never suffered any serious setbacks 
during the last century. The other 
two major objectives of labor have 
not shown such consistent progress. 
Wages are so closely related to the 
business cycle and to war that they 
could not be expected to show an 
even progress upward. This is most 
obviously true of money wages, but 
in a lesser degree it is also true of 
real wages, although the progress of 
both for a century or more has been 
upward. Labor’s policy, however, is 
not premised on periods of a 
hundred years. Nothing is more ef- 
fective in influencing trade union 
membership, apart from govern- 
ment action, than periods of rapidly 
changing prices. The objectives of 
labor are to increase wage rates 
during the upswing and resist wage 
cuts during the downswing. Again, 
an action that is beneficial for one 
segment of labor may be ruinous if 
all labor follows the same policy. 
Should one union secure wage ad- 
vances, while the rest of labor does 
not, that union’s money and real 
wages wil! tend to increase. Con- 
versely, one group may be at an ad- 
vantage if it is able to resist wage 
cuts in the face of generally falling 
wage rates. Consider the results if 
all labor pursues this policy. The de- 
pression will be more prolonged in 
the face of frozen wage rates; the 
inflation will be more dizzy as wage 
rates advance more rapidly; and the 
crash will be more spectacular and 
resounding. 


» It should be recognized in all fair- 


ness that it is difficult to place the 
blame for the outcome of following 
such policies upon individual labor — 
unions, just as it is difficult to blame 
individual enterprisers for raising 
prices of finished products during 
the upswing, and resisting price cuts 
in face of falling demand. 

Labor is becoming more cohe-| 
sively organized, and employers’ 
must more and more accept wage 
bargains based upon labor’s terms. | 
There is a minimum long-run re- 
turn that is acceptable to enter- 


prisers, and it varies with the type | 


of business and with personal prefer- 
ences. When the return falls below 
this minimum, operators will volun- 
tarily, or of necessity, shut down 
their enterprises. These facts are of 
great importance in considering a 
theory recently advanced by certain 
labor leaders. Their contention is 
that a floor should exist under 
wages, and that labor should also 
be the claimant to residual income 
above a fixed return to capital. This 
is an interesting reversal of the or- 


' thodox theory that profits are re- 


sidual to capital and risk-bearing. 
The theory as it is advanced, more- 
over, does not consider the con- 
sumer. He has frequently bene- 
fited from price reductions at the 
expense of profits, when the aim of 
business has been to expand the 
market. It is difficult to imagine that 
the benefits now received by all sec- 
tors of our economy could be ob- 
tained under a policy of wage earn- 
ers as claimants against residual 
income. The proponents of this 
theory have never made a step-by- 
step analysis that would lead to these 
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results (for example, in the automo- 
_ bile field): the creation of a large 
and efficient plant, the mass produc- 
tion of cheap automobiles, the em- 
ployment of increasing numbers of* 
workers at relatively high wage 
rates, and at the same time a reduc- 
tion in the price of automobiles. It 
is only fair, again, to point out that 
labor has no quarrel, with the pro- 
ductivity of our system, and it could 
well be to the advantage of one 
union to implement this residual in- 
come theory. The results would be 
far different for all of labor if the 
theory were practiced on a nation- 
wide basis. 


Political Environment 


Any political environment includes 
the legal framework, administrative, 
legislative, and judicial, as well as 
the persons who operate within that 
framework. The creation of a more 
favorable political environment has 
been less deliberately pursued and 
less consistently realized than the 
previously mentioned aims of labor. 
There has also been a fundamental 
change in the way labor ranks the 
elements of a favorable political en- 
vironment. Individual liberty has 
always held a high position among 
the aims of our labor movement, yet 
there is an increasing willingness to 
achieve economic security at the ex- 
pense of individual liberty. Indi- 
vidual liberty is frequently sacrificed 
within the trade union, and in a 
more general way under the legis- 
lation that is intended to promote 
economic security. 

Great Britain. There are some 
parallels in the development of the 


American and the British political 
environments. Samuel Gompers pre- 
maturely hailed the Clayton Amend- 
ment of 1914 as labor’s Magna 
Charta. Gompers did not live to see 
labor’s Magna Charta, the National 
Labor Relations Act (Wagner Act) 
of 1935. The British Trades Dis- 
putes Act of 1906 is a somewhat 
similar milestone for British labor, 
and their labor legislation continued 
to be more favorable than restrictive 
from 1906 until the important set- 
back that followed the general strike 
of 1926. The Trade Disputes and 
Trade Union Act of 1927 placed im- 
portant restrictions on British labor, , 
and it is evident that American labor 
is due for a similar reduction of 
privileges. Britain’s general strike in 
1926 started in a sick industry — 
coal. Part of the legislation that 
followed outlawed strikes “designed 
or calculated to coerce the govern- 
ment directly or by inflicting hard- 
ships upon the community.’” 

Often it is the sick industries that 
have strong unions; for example, 
coal, railroads, and shipping. During 
World War II and reconversion, the 
power of our government to prose- 
cute the war, and later to protect the 
consumers, was most seriously chal- 
lenged by labor in these industries. 


1Tn addition to outlawing strikes against 
the government, the provisions of the 
Trade Disputes and Trade Union Act 
of 1927 include prohibitions against sec- 
ondary strikes and boycotts, all picket- 
ing causing a “reasonable apprehension 
of injury,’ and political contributions 
from general funds of unions. The act 
also restricts the type of union that civil 
employees may join, and places respon- 
sibility on labor leaders for breach of 
contract and “wild-cat” strikes. 
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TABLE II 
Exection Data, House or Commons, 1900-1945 

Percentage of Labor ae a of 

i . Members otal House 

Election Year Labor Vote Total Vote ieee Rcuibeebes 
TOOO Accrcnstecstetevadeiateactevey ocuouceater seas 62 ,698 1.9 2 0.3 
AROOG Sane teh he suerte tore Late -2 he 323,690 4.8 29 4.3 
LOIO Jaren sais cicciae sere aoe cage cee 505 ,690 ies 40 6.0 
LON OMDEC IE Sh eek cre ts elteanner oartehe nthe 370 ,802 7.0 42 6.3 
L9OTSSS ss eeteristee shee ae aE 2,244,945 22.0 57 8.1 
19 er oth bi ralers come, Mepeven eG lelekeverac dyer 4,241,383 29.5 142 20.4 
TOD Sire oie ake top chan h seen r ane chs acca ene 4,438,508 30.5 191 31.1 
VODA AR re elmira Meier Suounit lege nye 5,489 ,077 33.0 151 24.6 
TOQO RIS Rh Saker ee dcr aen cue ee 8,389,512 Siok 288 46.8 
1 SK aes oe ore OREO ee ee coer 6,649 ,630 30.6 52 8.5 
MOSS seioia cate wsobaezesegehs seuevstayerseneerce 8,325,491 37.9 154 25.7 
LG4S Wes ie oe acne saoke Mics Seno 11,962,678 49.5 338 60.6 


Sources: 1900-1918, Encyclopedia of the Social Sciences; 1922-1935, The Constitutional Year Book, 1939; 


1945, The Quarterly Review, October, 1946, p. 460. 


The recent Supreme Court decision 
involving John L. Lewis and the 
United Mine Workers is an outcome 
not unlike that which followed the 
British general strike of 1926. This 
evidence may indicate that legisla- 
tion or decisions favorable to labor 
tend to create possibilities of ex- 
cesses which, when realized, result 
in the curtailment of some of those 
privileges. 

If this is true, then such curtail- 
ment, or even the threat of it, should 
be an incentive to independent politi- 
cal action by labor. It is true that 
renewed political activity by British 
labor followed the adverse Quinn v. 
Leathem, and Taff-Vale decisions of 
1901. The results were favorable, as 
measured by the gains of labor in 
the 1906 elections, and the previously 
mentioned “Magna Charta,” the 
British Trades Disputes Act of 1906. 
Table II indicates these and later 
changes that have occurred in the 
labor vote and labor representation 
in the House of Commons. 


The 1926 and 1927 reversals, like 
those of 1901, were followed by an 
upsurge of labor power. The elec- 
tions of 1945 obviously mark the 
peak to date of labor’s power in 
Britain, and few would deny that 
here is reflected a widespread dis- 
satisfaction with past political en- 
vironment. It would be a disservice 
to leave the impression that reaction 
against the curtailment of privileges 
explains the successive increments to 
labor’s political power, for there are 
many other factors which we cannot 
consider here. The very great gains 
of labor in the postwar elections of 
1918 and 1945 reflect a desire for 
something different, and much hope 
for a better world. 

It is well to note that the political 
effort of British labor has a qualita- 
tive as well as a quantitative aspect. 
The early labor parties felt them- 
selves aligned with the Liberal 
Party, and most of labor hoped to 
“pore from within” the Liberal 
Party. Such early labor parties as 
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BriTIsH AND AMERICAN TRADE UNION MEMBERSHIP, 1900-1945 


Year 


Great Britain and Northern Ireland 


Trade Union 
Membership 


2,022,000 
2,025,000 
2,013,000 
1,994,000 
1,967,000 


1,997,000 
2,210,000 
2,513,000 
2,485 ,000 
2,477,000 


2,565 ,000 


4,145,000 


4,359,000 
4,644,000 
5,499 ,000 
6,533,000 
7,926,000 


8,347,000 
6,632,000 
5,625,000 
5,429 ,000 
5,544,000 


5,506,000 
5,219,000 
4,919,000 
4,806 ,000 
4,858,000 


4,842,000 
4,624,000 
4,444,000 
4,392,000 
4,590,000 


4,867 ,000 
5,295 ,000 
5,842 ,000 
6,053,000 
6,244,000 


6,558,000 
7,109,000 
7,810,000 
8,117,000 
8,206,000 
7,803,000 


Population 


United States 


Trade Union 
Membership 


Population 


42 ,082 ,000 


44,027,000 


46 ,046 ,000 


47,761,000 


869 ,000 
1,125,000 
1,376,000 
1,914,000 
2,073,000 


2,022,000 
1,907,000 
2,080,000 
2,131,000 
2,006,000 


2,141,000 
2,343,000 
2,452,000 
2,716,000 
2,687,000 


2,583,000 
2,773,000 
3,061,000 
3,467,000 
4,125,000 


5,048 ,000 
4,781,000 
4,027,000 
3,622,000 
3,536,000 


3,519,000 
3,502,000 
3,547,000 
3,480,000 
3,443,000 


3,393,000 
3,358 ,000 
3,144,000 
2,973,000 
3,609 ,000 


3,890,000 
4,700,000 
7,400,000 
8,000,000 
8,200,000 


8,500,000 
10,500,000 
12,000 ,000 
13,500,000 


13,750,000 


75,995 ,000 


91,972,000 


105,711,000 


122,775 ,000 


131,669,000 


the Independent Labour Party were 


frequently at odds with skilled labor. first, 


Two significant rebukes have been 


administered to the radical fringe: 
the housecleaning of com- 
munists that followed the 1926 gen- 


18 OPINION AND COMMENT 


eral strike; and second, the attitude 
of the present government leaders 
towards Russian communism, rather 
than communists in general. Labor’s 
support of gradual and constitu- 
tional socialism, usually called 
Fabian Socialism, was not wide- 
spread until World War I, but after 
1918 the Labour Party was com- 
mitted to Fabian Socialism. No de- 
cisive break with the institution of 
free enterprise appeared until the 
1945 elections, after which the so- 
cialization of certain industries was 
undertaken (the Bank of England, 
and Cable and Wireless), and plans 
for other industries- were announced 
(coal, road and rail transport, elec- 
tric and gas, and land use). 


The United States. Does this de- 

velopment in Britain have any sig- 
nificance for the labor movement in 
the United States? There are im- 
portant parallels in the growth of a 
dependent wage-earning class, and 
in the growth of trade unionism. 
Figures shown in Table III indicate 
that trade unionism in the United 
States has not reached the same 
stage of growth that it has in 
Britain. 
* Great Britain and Northern Ireland: 
Trade Union data 1900-1933, Twenty- 
Second Abstract of Labour Statistics of 
the Umted Kingdom, 1937, p. 137; 1934- 
1945, The Mimstry of Labour Gazette, 
November, 1946, p. 314; population data, 
Twenty-Second Abstract of Labour Sta- 
tistics of the Umted Kingdom, 1937, p. 
1; estimate for 1939 from Monthly 
Digest of Statistics, November, 1946, p. 
1. United States: Trade Union data 
from F. Peterson, American Labor 
Unions, 1945; population data, Statis- 
tical ge of the United States, 1946, 
pp. 6-7. 


Two points should be observed: 
(1) It was not until 1937 that Ameri- | 
can trade union membership out- 
numbered British membership.. 
(2) The comparative elasticity of 
growth during World War I and. 
World War II suggests the maturity 
of growth in British trade unions, in 
contrast to the American unions. 
There is some similarity in the dis4 
cussions about independent political 
action and the awareness of the need 
for all labor to cooperate for com- 
mon aims. The left wing of our 
labor movement, the CIO, is many | 
times at odds with the older labor. 
aristocracy, and with few excep- 
tions, labor’s political efforts employ. 
tactics of boring from within. These 
were characteristics of the early 
political efforts of labor in Britain. 
Labor here shows some inclination 
to think more seriously of independ- 
ent political action when restric- 
tions are impending or instituted, but 
even the CIO’s political aims are 
represented as still within the frame- 
work of a system of free enterprise. 
American labor has also been doing 
some housecleaning of communist 
elements, as British labor did after 
the reversal in 1926. 

If there are no explicit programs 
of socialization sponsored by im- 
portant segments of labor in this 
country, there are, nevertheless, 
practices and demands that may 
lead to the same result. We have 
already mentioned the ability of co- 
hesively organized labor to boost 
wage rates during the upswing of 
the business cycle and to resist wage 
cuts during the downswing; this has 
its counterpart in agriculture in the 
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AAA, and in the business policy of 
raising prices of most produced 
goods in the upswing, and of holding 
rigid the prices of most branded 
merchandise in the downswing. The 
present upswing has led to repeated 
statements by labor leaders as to the 
necessity of either controlling the 
prices of things labor buys, or else 
increasing the wages of labor. The 
road of peacetime price control has 
two forks; one fork leads to totali- 
tarianism, the other to government 
in business. If labor is successful in 
securing substantially higher wages, 
the alternative is a faster spiral of 
wage and price increases. This 
shortens the period of prosperity, 
heightens the boom, and is then fol- 
lowed by the downswing. Frozen 
wage rates, like rigid prices, pro- 
long the depression, and the mildest 
result is further extension of gov- 
ernment into existing business 
spheres. No domestic threat is more 
serious to the continued existence of 
our system of free enterprise than 
the disturbances of business fluctua- 
tions. Policies that intensify the 
swings of the cycle lead towards 
government enterprise, whether 
those policies are so calculated 
or not. 

The philosophy that wage earners 
should be claimants to residual in- 
come was also mentioned above. 
This theory is probably not ad- 
vanced as an intentional element in 
a program for socialization, but the 
results of putting the theory into 
practice could easily place our eco- 
nomic system on the doorsteps of 
socialism. The alternatives in the 
implementation of this theory are: 
(1) government guarantees to keep 


private enterprise in business, or 
(2) government operation of busi- 
ness. One of the most provocative 
demands by labor is the demand for 
an increasing voice in management. 
If this is fully achieved, the result 
is collectivism; if it is not, the force 
of this drive may be expended to- 
wards government ownership and 
operation. Government ownership 
would permit labor a direct voice in 
management, or an indirect influence 
through politics. These three labor 
policies by no means exhaust the list 
of policies that could be compiled to 
show that there is considerable par- 
allelism in the direction of our labor 
movement with that taken by the 
British labor movement. 

The question still remains, how- 
ever, whether American labor will 
continue its indirect political efforts 
through support of existing parties, 
or whether it will move towards in- 
dependent political action. The tra- 
ditional two-party system of Britain, 
Conservatives v. Liberals, has given 
way during the 20th Century to Con- 
servatives v. Labour. It is significant 
that the Liberal Party has been the 
party that was squeezed out. This 
may mean that a conservative party 
has a more important function to 
perform than a liberal party, dur- 
ing such a period of change. Most 
writers who have considered a labor 
party in our country have thought 
of it as a coalition group. The Cen- 
sus of 1940 revealed 43.5 per cent of 
our population on the farms or in 
towns of 2,500 or less. Any success- 
ful bid for political control must 
include support from the rural areas. 
The New Deal was a coalition group 
of labor, poorer farmers, and the 
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Southern Democrats, and La Fol- 
lette’s support in the 1924 presiden- 
tial campaign came from labor and 
the farmers. 

Third parties are not impossible. 
It should be remembered that the 
spirit of crusade brought the Re- 
publican Party into national politics, 
and it was this third party that 
replaced the Whigs. If labor suc- 
ceeds in establishing a third party, 
it will probably be a crusading party, 
with a name such as the People’s 
Party. A crusade is most effective 
when tempered with cold reason and 
careful organization. The toning 
down that labor is receiving in 1947 
may actually be unintentional assist- 
ance towards independent political 
action by labor. The ultimate suc- 
cess of a People’s Party depends on 
solid support by all labor, many 
rural voters, and the usual marginal 
voters. It is reasonable to suppose 
that the outline of a program and 
the initiative for political action will 
come from the left wing of labor. 
British experience and recent events 
in this country point strongly in that 
direction. If the left wing of labor is 
influenced by postwar labor reform 
to trim its radical fringe and secure 
more astute leaders, then this seg- 
ment of labor will be in a far 
stronger position to attract the sup- 
port that is necessary for the suc- 
cess of a third party. 

The national strength of a Peo- 
ple’s Party depends on the strength 
of its supporters in state and local 
politics; consequently, any appraisal 
of how close labor may be to inde- 
pendent political action must be an 
appraisal in terms of state and local 
political strength. That strength is 


minor today. It is of tremendous 
importance that labor is beginning 
to recognize the necessity of ex- 
pending its major political efforts at 
the unspectacular level of local poli- 
tics. The announcement, April 13, 
1947, by the director of the CIO 
Political Action Committee is, there- 
fore, of more significance than the 
newspaper space devoted to it. The 
director stated that the CIO-PAC 
was being reorganized on a local 
basis that extends to “wards, pre- 
cincts, and neighborhoods.” State 
and local politics also reveal to labor 
the weaknesses of the major parties. 
The South has only one party, an 
already substantial, discontented 
group of voters, and little labor or- 
ganization. This should be fairly 
fertile territory, particularly if the 
advocates of “white supremacy” 
laws overstep far enough to cause a 
change in the primary laws. The 
areas where Townsend schemes have 
been most strongly supported are 
weak points for the major parties, as 
are those states and localities that 
already have some semblance of 
labor, farm-labor, or socialist 
parties. 

The trend in the strength and 
goals of the labor movement in the 
United States suggests the likelihood 
of a labor party, probably a coali- 
tion party. American labor does not 
have to follow the general pattern 
of the development of British labor, 
but the parallelism is substantial. 
Even if no such comparison with 
Britain is made, there is very strong 
internal evidence that our labor 
movement is tending towards inde- 
pendent political action. A much 
more difficult question is when such 
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political action will occur. British 
labor went to school for about thirty 
years on an apprenticeship basis, 
with the Liberal Party as the master. 
American labor seems to be going 
through that sort of schooling now. 
The campaigns of 1944 and 1946 are 
familiar enough for illustration, and 
such organizations as the CIO-PAC 
are the actual groups that are ob- 
taining such schooling. Independent 
political action on the national level 
probably awaits the existence of 
some national crisis or a _ pro- 
longed situation very unfavorable to 
labor. Such occasions include major 
depressions, disastrous  inflations, 
threats of war, and serious disturb- 
ances due to war. Independent po- 
litical action, apart from crisis, will 
be imminent when some American 
counterpart to the British Trades 
Union Congress has been estab- 
lished. We have neither a Trades 
Union Congress, disinterested in the 
internal affairs of unions, and exer- 
cising a coordinating political influ- 
ence on all of labor, nor a Grand 
Council within such an organization 
that has prestige and is able to 
speak for both the AFL and the 
CIO, and the rest of organized 
labor. Until American labor pro- 
motes an organization that can per- 
form those functions, a permanent 
national labor party is highly un- 
likely. 
Summary 


The change in the goals of our labor 
movement over a long period of 
time has a keynote that is both 
qualitative and quantitative in char- 
acter. That keynote is economic se- 
curity for a large and growing class 


of employees. The issues in the pres- 
ent struggle of labor v. legislatures 
are not too clear. What is the real 
reason for the legislative opposition 
to the closed shop? Is it opposition 
to the closed shop per se, or is it 
opposition to the abuses of the closed 
shop, especially closed shop-closed 
union combinations? The American 
public went through a period of 
opposition to monopoly per se, then 
changed its mind. Regulated monop- 
olies in some cases (telephone sys- 
tems, water supply systems, etc.) are 
better for the consumer than compe- 
tition, with its duplication of facili- 
ties and cutthroat competition. 
Perhaps there is some analogy be- 
tween the control of industrial 
monopoly and labor monopoly, and 
the public attitude towards those 
monopolies. 

The struggle that is now going on 
is frequently in terms of the intent 
and acts of labor leaders who have 
abused monopoly power that they 
have been given or have acquired. 
The real danger in the situation to- 
day is that our legislatures may erect 
barriers instead of digging channels 
for the broad flow of the labor 
movement. In our country, where 
the means as well as the ends are 
vital to all of us, it is of utmost 1m- 
portance to anticipate the strength 
and direction of any long-continued 
trend. This article has not_been in- 
tended as an argument on what 
labor, employers, or the consumers 
should do about labor’s policies; 1f 
the discussion has provoked others 
to think about the long-term possi- 
bilities of our labor movement, it 
has served its purpose. 


Retail Store Location 


P. D. CoNVERSE 


Professor of Marketing, University of Illinois 


HERE are two separate prob- 
| lems in the selection of a re- 
tail store location: first, the 
selection of the town; and second, 
the selection of the specific site in 
the town. The selection of the town 
involves an analysis of its trade 
area —its size, its population, the 
income of its residents, and their 
needs and demands, or “inclination 
to buy” various things. The trade 
area of a town varies for different 
types of goods. It is very different 
for a grocery and for a high-quality 
dress shop. 

It is not the purpose of this article 
to discuss the methods of analyzing 
a trade area except to say that the 
two main factors are its population 
and its retail sales. Retail sales are 
a general index of income. Some 
chains appear to go no further in 
their analysis of trade areas than 
to consider population and volume 
of sales. The need for a more 
thorough analysis is, however, shown 
by the statement of oné variety 
chain that m its territory twice as 
many people are required to support 
one of its stores in a farming com- 
munity as in an industrial commu- 
nity made up of miners and 
factory workers. The difference 
seems to be not so much a matter 
of income as of spending habits. The 
farmers appear to be more thrifty 
and spend more of their money for 
farm equipment and supplies than 
for low-priced consumer goods. 


An area may have the people and 
the income but not the retail sales; 
the people may go elsewhere to buy. 
There are many hundreds of towns | 
in the country with a great deal | 
more income in their trade areas 
than is represented by their retail 
sales. Their problem is to get more 
of the residents of their areas to 
trade in their stores. However, many 
chains take the position that they 
would rather operate in towns where 
people already trade than to try to 
build up the trade of a dead town. 
On the other hand, many chain store 
operators are constantly on the look- 
out for towns whose potentialities 
have been overlooked by their com- 
petitors. 


- Selection of a Site 


After a town is chosen, the next 
problem is the selection of the exact 
site. Merchants often work for years 
to secure a desired site. Hence if 
someone wants to enter business im- 
mediately he may have to consider 
several towns, as he may be unable 
to secure a suitable site in a particu- 
lar town. 

The type of location needed varies 
with the kind of goods sold and the 
class of store operated. A location 
in a low-income residential area 
which would be good for a grocery 
store might be very poor for a 
jewelry or department store. The 
100-per-cent location (the one with 
the heaviest pedestrian traffic) is 
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good for a variety store or dress 
shop but poor for a grocery store, 
because of high rent and lack of 
parking facilities. Stores selling va- 
riety goods, drugs, clothing, shoes, 
and millinery usually need locations 
with heavy traffic. 

Furniture stores require much 
floor space and are often near but 
outside the best blocks. Lunchrooms, 
soda fountains, luncheonettes, and 
cafeterias are sometimes found in 
the best blocks, but restaurants with 
table service need more floor space 
and are likely to be outside but near 
the best blocks, or on upper or base- 
ment floors. Hotels, newspaper of- 
fices, banks, and movie theaters are 
often on side streets a block or so 
away from the center of the retail 
shopping district. Moving picture 
theaters and banks are often found 
in or near the best shopping loca- 
tions. Neither is considered a par- 
ticularly desirable neighbor for re- 
tail stores. Some retailers say: “A 
movie has no place in a retail shop- 
ping district. Its customers kill too 
much parking space.” 

In many instances, a retailer has 
the choice of paying a high rent for 
a location in one of the best blocks 
or a considerably lower rent for an 
“off” location a block or two away, 
or on a side street. In the expensive 
location, he can depend on his win- 
dow displays to attract customers 
and may need to do little or no other 
advertising. In the off location, there 
are fewer people passing and he 
should therefore spend more on out- 
side advertising to attract customers. 
It is said that stores in the two types 
of locations must operate differently. 
The store in the off location should 


make more use of leaders or specials. 


It needs bargains to attract custom- 


ers. To be successful, it may have 
to handle a different quality of goods 
or at least a larger proportion of 
lower-priced articles. 

Parking facilities are often im- 
portant. Grocery stores should be 
located where people can park their 
cars; customers do not like to carry 
heavy packages for several blocks. 
This is one reason why many gro- 
cers have moved out of the center 
of the retail districts, some of them 
several blocks out. Supermarkets are 
notable examples of this trend. Other 
stores selling heavy merchandise 
may well consider parking-lot loca- 
tions. Even though goods are not 
bulky or heavy, many merchants feel 
that they ‘can secure more buyers 
in locations where customers can 
park their cars. Lack of parking 
space and congested streets account 
in part for the decentralization of 
retail trade and the development of 
outlying shopping districts in larger 
cities. 

Locations Illustrated 


The location of retail stores may be 
illustrated by a diagram of a hypo- 
thetical retail district (see chart, 
pp. 26-27). This may be that of a 
town of ten thousand or. several 
hundred thousand population. The 
larger town would naturally have 
more retail blocks in its central 
shopping district than the small 
town. The town has one or two 
“best” or 100-per-cent blocks on 
Main Street.’ At either end of these 
blocks and on the cross streets are 


1Tn very small towns or villages all the 
stores may be in these two blocks. 
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several other business blocks. In the 
best blocks are usually found the 
variety, drug, shoe, millinery, dress, 
clothing, and department stores. De- 
partment stores usually prefer to be 
very near the 100-per-cent location. 
A large store, however, can draw 
people a block or two and help to 
make its location the best in town. 
Some popular-price department 
stores select “off” locations and de- 
pend on their prices to draw custom- 
ers to their doors. Jewelry stores, 
luggage shops, bookstores, lunch- 
rooms, retail bakeries, and gift shops 
may be in these blocks. In the ad- 
joining blocks are the furniture and 
hardware stores, movie theaters, 
hotels, newspaper offices, barber- 
shops, beauty parlors, pressing shops, 
popular-price department stores, re- 
pair shops, and garages. In these 
adjoining blocks, or “off” locations, 
are usually found many of the stores 
selling cheaper grades of merchan- 
dise. These are likely to be grouped 
on the so-called “poorer” streets. 
Nos. 1 and 17 may be the depart- 
ment stores and 4, 11, and 14 may 
be variety stores. The two best 
blocks are on the south side of Main 
Street between Third and Fifth 
streets. The business district of the 
town started at the railroad depot at 
Main and First streets and the block 
between First and Second was for- 
merly the 100-per-cent block. The re- 
tail district jumped the Courthouse, 
and the buildings to the east prob- 
ably are now occupied by cheap res- 
taurants, secondhand stores, low- 
quality clothing stores, poolrooms, 
and the like. The best locations are 
now 10 and 11 on the south side of 
Main at the corner of Fourth Street. 


Locations 18, 21, or 20 might well 
be furniture stores or popular-price 
department stores. A hardware store 
might take one of these or one be- 
tween them. Locations 28, 29, 30, 31, 
32, or 33 might be suitable parking- 
lot locations for stores such as super- 
markets or hardware - farm supply 
stores. 

The town is growing west away 
from the railroad, hence the block 
between Fourth and Fifth would be 
a better place to locate than the 
block between Third and Fourth 
streets. If a merchant wanting to 
be at or near the 100-per-cent corner 
cannot find a location at a reason- 
able rent in one of these blocks, he 
may elect to take an “off” location 
ahead of the movement. This might 
be between Fifth and Sixth streets. 
However, the City Hall and the park 
will probably stop growth in this di- 
rection. The retail district*may turn 
down one of the side streets. The 
school and the church may stop 
growth north on Fifth. It is possible 
that the church, the factory, and the 
garages may do the same on Fourth. 
This suggests that the stores may 
turn south on either Fourth or Fifth. 
In fact, this movement has already 
started. 

The merchant, therefore, should 
study these streets for obstructions 
to pedestrian and automobile traffic. 
He may find, for example, that the 
main residential district lies to the 
southwest and that this area prom- 
ises the most rapid growth. Further, 
he may find that Fourth is, and 
promises to continue to be, the main 
artery by which people from this 
district reach the downtown section. 
He may take a chance that South 
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Fourth Street will become one of the 
best streets in a few years-and there- 
fore negotiate for a lease at location 
No. 18. 

Another possibility is location 
No. 35. Two lots making an L are 
available and this will give doors on 
both Main and Fifth streets. The 
location is just across the street 
from one of the largest department 
stores. The retail district is grow- 
ing westward and may reasonably 
be expected to continue to Sixth 
Street. This location would profit 
from such a growth. It would also 
benefit if Fifth Street should de- 
velop heavy traffic on its west side. 

In either of these sites he will 
have to operate an “off” location 
store for a few years. A reasonable 
rent may enable him to do so profit- 
ably. If the retail district grows 
south on Fourth, he will have a very 
desirable location at No. 19. If it 
moves on west to Sixth or turns 
down Fifth, he will do well in the 
Jocation at. <Noy 35. The future 
growth of the town is a basic factor 
in site selection. If the town stops 
growing, the present retail district 
may be large enough. The growth 
of the town must be forecast. 

Topography has a very important 
influence on the direction of growth. 
Hills, streams, railroad yards, parks, 
public buildings, or factories may 
stop growth in certain directions. 
Some of these may be moved. 
Schools or churches, for example, 
may move to less expensive locations 
nearer the residential districts. Titles 
may be examined to see whether an 
institution can sell its property, or 
whether conditions under which it 


was acquired restrict its use to in- 
stitutional purposes. 


Evaluating Locations 


The two sides of a street in the same 
block may have a very different 
value. In some cases one side of the 
street will have double, triple, or 
quadruple the traffic of the other 
side. On north and south streets, the 
west side is likely to be better, 
whereas on east-west streets the 
south side is frequently better. These 
are the shady sides in the afternoon, 
when more women shop. Formerly 
there was frequently the woman’s 
side and the man’s side of a street. 
On the man’s side were the livery 
stables, saloons, barbershops, pool 
halls, and the like; on the woman’s 
side were the stores selling dry 
goods, clothing, millinery, shoes, and 
drugs. Even yet in some towns the 
businesses on the two sides are dif- 
ferent. 

Traffic may thicken or thin out in 
a very short distance. In a town of 
60,000, for each 100 people passing 
the 100-per-cent corner, there are 
only 30 passing the opposite corner. 
In a town of 50,000, for every 100 
pedestrians in the middle of the 100- 
per-cent block there are only 17 on 
the opposite side of the street. Two 
and one-half times as many people 
pass a corner store as pass an ad- 
joining store. 

In a town of 10,000, for each 100 
people passing a certain variety 
store, there are only 41 passing a 
furniture store 4 doors away. In a 
town of 50,000, two competing stores 
are located in the best business block. 
For every 100 people who pass the 
store nearest the 100-per-cent corner, 
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53 pass the other store located 2 
doors farther from the corner. In 
one town, for every 100 pedestrians 
at the 100-per-cent corner there are 
33 on two of the opposite corners 
and 50 on the other. When one turns 
off the main to a side street, traffic 
may drop even more rapidly — from 
50 to 90 per cent in a few feet. The 
value of the location may change 
greatly within a hundred feet. 

In-a certain town, two variety 
stores are located in the same block, 
some 75 feet apart. Four counts 
covering 1 hour and 20 minutes 
showed 5,320 people passing the first 
store and 2,802 passing the second. 
Based on number passing, the first 
store should rent for 90 per cent 
more than the second. If we esti- 
mate that each store secures one- 
fifth of the passers as customers and 
that each customer spends 25 cents 
while in the store, then the first 
store has sales of $266 and the 
second of $140 in the hour and a 
third. Most of these counts were 
made on “average” afternoons. Let 
us assume that the counts covered 
periods during which the stores did 
1/1800 of their annual business. If 
so, the first store would have annual 
sales of $478,800 and the second of 
$252,000. At 5 per cent, the first 
store would pay $23,940 rent and 
the second $13,600 rent. 

The first store, however, has more 
frontage than the second. During 
these counts, 1,242 (23.3% of those 
passing) people entered the first 
store and 606 (21.6%) entered the 
second. On the basis of the actual 
number of people entering, the first 
store would have annual sales of 
$558,900 and the second of $272,700. 


At 5 per cent the first store would 
pay $27,945 rent, or more than 
double the $13,635 paid by the 
second. Both these stores have typi- 
cal window displays and both are 
operated by national chains. It might 
be assumed that a greater proportion 
entered the first store because it 
was larger. If the first store had at- 
tracted the same percentage of pass- 
ers (21.6%) 
annual sales of $517,050. This would 
indicate that only $41,850 of its an- 
nual sales was due to its larger size. 
It is possible, of course, that larger 
size may draw more passers or that 
each customer spends more while in 
the store. The point here is that a 
difference of a few feet may change 
the value of a location greatly. 

In valuing a location, the retailer 
is interested in the number of people 
passing, their characteristics, the 


‘purpose of their passing, the avail- 


ability of parking space, the kind of 
adjoining and neighboring busi- 
nesses, and the suitability of the 
building and its display windows 
for the proposed store. People pass- 


ing on their way to or from work 


are poor prospective customers for 
most kinds of stores, as is likely to 
be true also of people going to or 
coming from a railroad or bus depot, 
or on their way to transact business 
at a bank or other establishment. 
These have been called “destination” 
pedestrians in contrast to “shoppers.” 

A store which sells fashion goods 
should be near similar stores. Dry 
goods, department, clothing, milli- 
nery, shoe, and hosiery stores should 
be close together. Apparently it 
would be advantageous for furniture 
stores to be located close together, 


it would have had’ 


} 
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but their need for cheaper space 
sometimes scatters them on the out- 


“skirts of the shopping district. 
Traffic Counts 


Variety stores, drugstores, and 
small shops which sell dresses, ho- 
siery, millinery, and the like depend 
more upon the number of people 
passing their stores than do depart- 
ment and other large stores which 
handle goods of high unit value, as 
clothing and furniture. In the past 
many variety, drug, and specialty 
shops have depended largely upon 
traffic counts in selecting locations. 
Many still use them; others feel that 
they have enough experience to “size 
up” traffic density without making 
actual counts. 

In the following paragraphs the 
results of a number of traffic counts 
are given. Traffic counts should be 
made at various hours on the dif- 
ferent days of the week and in all 
kinds of weather. A number of short 
counts (5 to 10 minutes each) is 
considered better than a few long 
counts. The following figures cover 
counts at various hours of various 
days. In only a few instances were 
enough counts made of any particu- 
lar location to give a basis for 
valuing it.” However, counts were 
made of a number of stores in 
several towns; hence the figures are 
thought to be representative. 


Variety Stores 


The number of people passing vari- 
ety stores where counts were made 


2 These counts did not include entrances 
on side streets; in a few instances they 
did not include all entrances on the 
main street. 
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SAMPLE TRAFFIC Count: 
VARIETY STORES 


(9 towns, 16 stores, 19 counts) 


Number, Percentage Men poms Total 
A: 
Number passing. .... 338 787 25) 
Number entering....| 64 264 328 
Percentage entering LSE) “So5) 29.2 
BS 
Number passing. .... iA eats 475 
Number entering....] .... Seen Us ee 
Percentage entering| .... Poa 22.0 
A and B combined: 
Number passing. .... aie « el 9,598: 
Number entering..../ .... nee ah il) reo 
Percentageentering| .... erent 22.8 


*In the B sample, men and women were not 
counted separately. 


is shown by the figures in Table I. 
Group A represents for the most 
part stores in small towns, and sepa- 
rate counts were made of men and 
women. It will be observed that of 
the passers-by, 18.9 per cent of the 
men and 33.5 per cent of the women 
entered. The higher percentage of 
women entering may be largely ex- 
plained by the fact that variety 
stores appeal primarily to women. 
They are much more interested in 
the number of women than men 
passing a location. 

The percentage of passers-by en- 
tering variety stores varied consid- 
erably for individual stores, from a 
low of 14 per cent to a high of 51 
per cent. A larger number of counts 
on these stores might average out 
some of the extremes. The great 
majority of the counts showed that 
between 16 and 35 per cent of the 
passers entered. 

A chain store may know from ex- 
perience that a given type of store 
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(e.g., a store in the middle of a 
block, which has a 60-foot frontage, 
two doors, and three large display 
windows, with its class of merchan- 
dise, regular prices, and standard 
window displays) will attract a given 
percentage of the passers. It may 
know from experience in other 
towns that the average customer 
spends a given amount while in the 
store. Actual counts’in 1946 showed 
that the average purchase by per- 
sons entering was 31.7¢ in one va- 
riety store and 21.1¢ in another. The 
difference in amounts was appar- 
ently caused by the fact that the 
first store had a larger stock and a 
greater number of articles priced 
above 10 cents than did the second 
store. 

Let us assume that a given com- 
pany estimates, on the basis of its 
experience in other towns, that a 
store in a given location will attract 
20 per cent of the passers and that 
the average sale to each person en- 
tering the store will be 25¢. From 
traffic counts made at various hours 
of various days and in various kinds 
of weather, it estimates that 160,000 
people pass the location weekly. As 
20 per cent enter, it wilk have each 
week 32,000 customers and $8,000 
sales, amounting to $416,000 annual 
sales. Should this store pay 5 per 
cent rent, its annual rent could be 
$20,800. If the building can be leased 


for that amount or less, the company ~ 


will take it, otherwise not. In reach- 
ing a decision in practice it wilt con- 
sider the trend of the traffic — 
whether it is likely to increase or 
decrease. Another factor should be 
considered in making a choice —a 
good store attracts customers and in- 


creases the number of passers-by., 
Variety stores are finding, some-. 
times to their surprise, that they can 
pull people short distances — across | 
a street, into the next block, or a. 
short distance down a cross street. 


Drugstores 


The figures in Table II show the 
number of people passing and ent 
tering 21 drugstores in 9 towns. 

There is a greater variation in the 

percentage of people entering drug 
than variety stores, presumably be- 

cause drugstores are not nearly so 
standardized as variety stores. The 
majority of drugstores are operated | 
by individuals. Some are clean stores 
with well-displayed merchandise and 
attractive windows, whereas others 
have poor windows, dirty interiors, 
and small stocks. Some have foun- 
tains and some do not. As a rule a 
larger proportion of passers enter 
stores with fountains than visit 
other stores. The percentage of pass- 
ers entering varied from 1 to 37 per 
cent and averaged 17 per cent. For 
the modal group of stores, 15 to 17 
per cent of these passing entered. A 
larger proportion of men than 


TABLE II 


SAMPLE TRAFFIC COUNT: 
DRUGSTORES 


(9 towns, 21 stores, 26 counts) 


Number, Percentage Men woe Total* 


Number passing....... 552 933 1,588 
Number entering....... 107 139 263 


Percentage entering..| 19.4) 14.9 16.6 


* Tn one case, men and women were not counted 
separately. 
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women entered. Apparently a good 
_ drugstore with clean and attractive 
windows, a good stock well dis- 
played, reasonable prices, good sales- 
people, and operating a fountain can 
expect to attract 15 per cent of the 
passers-by. An excellent store can 
do even better, but a poor store 
may do much worse. 


Hardware Stores 


The type of goods handled varies 
greatly from one hardware store to 
another. Some are largely farm sup- 
ply stores, whereas others handle 
more household supplies. Practically 
all sell nails, screws, bolts, and build- 
ers’ hardware. With these excep- 
tions, there is a wide variation in the 
type of goods handled. Some feature 
household appliances such as _ re- 
frigerators and washers. Some sell 
stoves. Some sell farm equipment. 
Some feature sporting goods; others 
plumbing supplies. Some operate 
plumbing shops; others, tin shops. 
Some sell automobile parts and ac- 
cessories. Some have gift depart- 
ments. Some feature toys, and others 
dishes. 

Most hardware stores are inde- 
pendent. Their methods of operation 
vary greatly. Some do a large 
amount of outside selling; others do 
none. Some advertise; some do not. 
Some carry complete stocks; others 
do not. Some cater to women. 

The majority of hardware stores 
are in small towns or villages. In a 
village they may be in the main 
business block. In towns of over 10,- 
000 population they are usually lo- 
cated near the 100-per-cent block, 
but not in it. In large cities most 
are located in outlying business dis- 


tricts. Since many are on side streets 
or in other “off” locations where 
many of the people on the streets 
come to visit them, traffic counts may 
be of less use than for some other 
type of stores. Nevertheless, except 
in small towns and villages, the 
hardware retailer should not ignore 
the traffic passing the location under 
consideration. This is particularly 
true of stores selling household 
hardware, gift and art goods, toys, 
or sporting goods. Hardware stores 
which wish to attract women cus- 
tomers should seek locations near 
other stores patronized by women. 
The percentage of passers who 
entered hardware stores varied from 
3 to 37 per cent. Counts were made 
in towns varying from 2,000 to 3,- 
000,000 population. The highest per- 
centages were for stores in small 
towns or on side streets. The aver- 
age was 10.1 per cent (Table III), 
slightly less for stores in large cities, 
and slightly more for stores in small 
towns. The percentages of people 
entering showed considerable con- 
centration between 7 and 16 per 
cent. This suggests that a merchant 
operating a good store should be 
able to secure 10 per cent of the 
passers as customers, once his store 


Tasce III 


SAMPLE TRAFFIC COUNT: 
HARDWARE STORES 


(17 towns, 28 stores, 57 counts) 


Number, Percentage | Men |Women} Total 


Number passing..... 1,792 |1,644 3,436 
Number entering.... DOT. 121 348 


Percentage entering 127 7.4 10.1 
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is established in the community. The 
newcomer should figure on a lower 
percentage. It is said in the trade 
that the average customer in a hard- 
ware store spends about $1.00, and 
that the great majority (perhaps 90 
per cent) of people who enter 
a hardware store make a purchase. 
Thus each person entering the store 
represents on the average a sale of 
90 cents. During the war years, the 
number of articles out of stock 
tended to balance the higher prices, 
although the average purchase per 
entrant may have increased. This 
information may help the prospec- 
tive hardware retailer to make an 
estimate of the sales he may reason- 
ably expect in a given location. 
The merchant’s ability and the 
quality or type of store are very 
important. In one town there are 
two hardware stores. A number of 
counts showed that one store had 
only 80 per cent the number of 
passers-by that the other had. The 
store with the lightest traffic was 
next to a bank; hence many of the 
people who passed were on _busi- 
ness and not shoppers. Yet 120 per 
cent more people entered this store. 
It secured 11 per cent of the passers 
as compared with 4 per cent for the 
store in the better location. The 
store with the most customers car- 
ried a larger and more varied stock 
and had better window displays. 


Department Stores 


A department store requires a rela- 
tively large building. Once located, 
such a store will probably remain in 
the same place for many years, 
sometimes for generations. Thus it 


selects a location with an eye to its 
future value. Department stores 
which sell high-quality merchandise 
prefer to be near the 100-per-cent — 
site. Popular-price stores often take 
“off” locations. Parking space is 
important. The problem of the de- 
partment store is more often that of 
securing a satisfactory location at 
reasonable cost than of securing an 
ideal site. For these reasons it may 
make less use of traffic counts than 
some other types of stores. The re- 
sults of 12 counts (3 of them of 
small town “dry goods” stores) are 
shown in Table IV. The percentage 
of passers-by entering varied from 
10 to 49 per cent, and averaged 27.1 
per cent; 15.3 per cent of the men 
and 42.5 per cent of the women 
entered. 

Some stores attracting more than 
40 per cent of the passers were in 
off locations, indicating that many 
of the people came there to shop in 
the particular store. However, de- 
partment stores in or near the 100- 
per-cent blocks of their cities at- 
tracted from 21 to 34 per cent of the 
passers-by. - 


5 maps 


Tas_e TV 


SAMPLE TRAFFIC Count: 
DEPARTMENT STORES 


(7 towns, 10 stores, 12 counts) 


Men Wom- Total* 


Number, Percentage Sa 


Number passing....... 209 496 1,568 
Number entering...... 32 211 425 


Percentage entering. . LS.3) 42.8 27.1 


* In large cities, men and women were not counted 
separately. 
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Leases 


_ Leases may run from 20 to 50 years; 


hence there is need for evaluating a 
location accurately before signing a 
lease. Many merchants own their 
own buildings. Some chains buy the 
land, erect buildings suitable to their 
needs, and then sell them to inves- 
tors (e.g., insurance companies or 
universities), taking long-term 
leases. Recently many retailers have 


- sold their buildings to investors. One 


of the reasons given for this action 


is that rent is an expense which 
reduces taxable income, so _ that 
working capital is obtained cheaper 
than by borrowing on short-term 
notes. 

Leases are of two general types: 
flat and percentage. Under the flat 
lease, the tenant pays a fixed amount 
per month or per year for the build- 
ing. Under the percentage lease, he 
pays a given percentage of his sales. 
The percentage lease usually in- 


volves a guaranteed flat rent. A 


small department store, for example, 
leases its building for $6,000 a year, 
with 214 per cent on sales of over 
$240,000. A flat lease is to the ad- 
vantage of the retailer when sales 
increase. A percentage lease pro- 
tects him when sales decline unless 
the guaranteed rent is too high. To 
illustrate, a hardware retailer rents 
a building for $1,440 ($120 a month) 
with 4 per cent for all sales over 
$36,000. If this dealer ordinarily 
sells $60,000 a year, it is unlikely 
that his sales will drop below $36,000 
in poor years. If, however, his sales 
in good years are $36,000 to $40,000, 
they are likely to drop below $36,000 
in poor years. If in a given year they 


drop to $20,000, the $1,440 rent is 
equal to 7.2 per cent, an almost im- 
possible figure for a hardware re- 
tailer. Some percentage leases are 
on a sliding scale. For example, the 
rent may be $10,000 guaranteed, 
with 5 per cent on sales from $200,- 
000 to $300,000; 414 per cent for 
sales of $300,000 to $400,000; and 4 
per cent on all sales over $400,000. 

Under a gross percentage, the 
owner pays the taxes and insurance. 
Under the net percentage, the ten- 
ant pays these. The owner may 
agree to pay taxes and insurance up 
to a certain amount (perhaps the 
amount when the lease is signed) 
and the tenant any increase. The 
tenant may have the privilege of 
improving the building, in which 
case he may agree to pay the in- 
crease in taxes and insurance arising 
from these changes. Another pro- 
vision in the lease specifies who pays 
for repairs. 

A problem which arises under per- 
centage leases involves payment on 
sales made by leased departments or 
by “demonstrators.” Stores that 
have leased departments may refuse 
to sign percentage leases. Sales by 
leased departments or by manufac- 
turers’ demonstrators may, however, 
be allowed under a percentage lease, 
the ‘percentage being less on their 
sales than on sales made by the 
stores. 

If one leases a mortgaged prop- 
erty and the mortgage is foreclosed, 
he may lose his lease; and when the 
value of the location has increased 
he is likely to do so unless he agrees 
to pay more rent. It is difficult but 
sometimes possible to insert a tri- 
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partite agreement (with owner and 
mortgagee) protecting the tenant 
against the contingency of fore- 
closure. 

In most cases neither the owner 
nor the retailer knows exactly what 
the location is worth at present. 
What it will be worth thirty years 
in the future is more or less of a 
guess. Most leases are “negotiated,” 
and the contract may be favorable 
to either owner or tenant. If there 
are several people bidding for a lo- 
cation, the rent may be considerably 
higher than if there is only one 
bidder. 


Rent Expense 


The percentage cost of rent for sev- 
eral types of retail stores in a pre- 
war year is shown in Table V. 
Owing to increased sales and higher 
prices, the percentage cost of rent 
decreased substantially during the 
war for stores paying flat rents. It 
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will be noted that rent expense is 
usually greater in the larger towns. 

Some types of dealers, including 
those selling building materials, 
fuel, feeds, fertilizer, and farm im- 
plements, pay less than 1 per cent of 
sales as rent. On the other hand, 
such dealers as florists, gift shops, 
milliners, and jewelers pay from 5 
to 8 per cent for rent. Rents for the 
best locations in cities are often 
above the average figures shown in 
the table. Hardware stores in towns 
of less than 1,000 population paid 
an average rent of 2.4 per cent (pre- 
war), whereas those in cities of over 
50,000 had average rents of 4 per 
cent. One hardware expert advised 
hardware retailers to offer 3 per cent 
when using percentage leases, and 
not to pay over 4 per cent. However, 
one retailer in a high-income sub- 
urban town pays $4,800 rent, with 6 
per cent on sales over $80,000, and 
finds the location profitable. 


TABLE V 


RENTAL EXPENSE OF RETAIL STORES WITH ANNUAL SaLes VOLUME oF $30,000 to 
$50,000, By PopuLaTION or Town, aS PERCENTAGE OF SALES 


; Population of Town 
Type of Store Average 
Less than 20,000 to 100,000 or 
20,000 100,000 more 
e 
DTS once secponteereesy cots ee ets. tere ene erect 2.9 3.8 3.6 SES: 
Dry goods, DATOS yo cS TOE ES oie Dan ens) \ 4.2 rede 
Muline Stavlongiei:, iin. cer eeaaus saree eee 2.4 Dial 3.9 2.9 
ur niture weep in nis ns ener ee 3.4 S20 pe 3.6 
Gtoceryjandimedt <n nioncue cone eeceee 122 1.4 2 1.26 1.4 
Hardware fimmenls oo armenia pau eee DG 3.5 BO eed 
Household appliance................... 1186 1.8 2.4 2.0 
We weliy pester Gite r eon ioe are Sete eos 4.1 5.6 BiG? 
INVORES HClO UIT Seperate rss ison, dtc costes teh oe 25 Ss) 4.4 hate 
WS Slinvd 6.61 9 0.18 6/0 a DOORN 3.8 4.4 6.5 4.5 
Variety 3.1 ae a 3.8 
Women’s ready-to-wear Seo) 54 4.3 4.4 


Figures are from a retail survey by Dun and Bradstreet. 
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Variety store chains are said to 
pay from 4 to 5 per cent, but rent 
is said to run as high as 7 per cent in 
some cases. Department store rents 
(prewar) increased from some 3 per 


\ 


or more for large stores in large 
cities. At the present time depart- 
ment store chains are paying from 
114 to 214 per cent, with 3 per cent 
reported as the absolute top. 


cent for small stores to 5 per cent 


Business Libraries.— A shelf full of books is not always the answer to a 
businessman’s problem, but when in the course of human events he meets 
a $64 question it is a great relief and benefit to have a shelf of books on 
which he can call for an answer. The library need not be big in size to 
demonstrate its worth . . . neither need the business be big in order to use 
a library. In fact, there is hardly a business too small for its executive to 
require a library of some kind. In small industries it is impracticable to 
employ statisticians to keep track of current industrial and financial de- 
velopments, so why not make use of the highly-qualified statisticians made 
available free or at very small cost through pamphlets and periodicals? 
If the businessman feels that he cannot afford expensive research counsel, 
he can benefit from a library, because it is rare to come upon a problem 
which is so new that it has no connection with the past. Your library, con- 
taining the records of previous experiments and accomplishments, will 
enable you to avoid the pitfalls into which others fell, and to take ad- 
vantage of the successes and methods others have achieved. — From the 
December, 1946, letter of the Royal Bank of Canada. 


Maximum Employment. — Studies of the Bureau of the Census and the 
BLS lead to an estimate that the labor force in 1950 will include about 62.5 
million persons, or 7 million more than in 1940. Making allowance for 
frictional unemployment and the requirements of the armed services, it is 
estimated that maximum employment in 1950 will require about 59 million 
jobs. Because of a continuing increase in the application of technical 
knowledge to economic activity, it is estimated that for most industries 
output per man-hour in 1950 will be 20 to 30 per cent above prewar levels. 
It is assumed in the analysis that working hours will be approximately at 
prewar level. 

If the implied high levels of production and output per man-hour are 
achieved, the analysis indicates, wage rates and rates of return on invest- 
ment above the 1946 levels could be maintained with prices below those 
now prevailing. Furthermore, the high levels of income generated by such 
levels of production could yield high tax revenue totals at moderate tax rates. 
—From Labor Information Bulletin (U. S. Dept. of Labor), March, 1947. 
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HE operating hours of retail 
| stores —those during which 
stores are open to customers 
— pose an eternal problem to retail- 
ers. Since the dawn of competition, 
rival merchants have pondered 
whether to attempt to gain some 
additional trade by extension of 
their operating hours, or to seek 
lower expenses and more leisure by 
shortening their operating hours. 
Although this has been a matter for 
the individual merchant’s own dis- 
cretion, today it should be recog- 
nized as a problem of community- 
wide interest. 

Employees, as well as merchants, 
have a deep concern in the stores’ 
hours. On the one hand, it is to their 
own interest that stores where they 
are employed attract customers. 
Salespersons often seek to build up 
personal followings among the cli- 
entele and hence desire to be in the 
store whenever their customers 
come to shop. On the other hand, 
they envy workers in other fields in 
which the trend is toward shorter 
hours and mire days off. If the mer- 
chants do not recognize and meet 
these desires, employees may either 
drift into other employments or at- 
tempt through unionization to win 
these benefits. 

The third party with a vital in- 
terest is the consumer. Enlightened 
merchants naturally place public 
service high among their policy con- 
siderations and carefully weigh cus- 
tomer relations in regard to store 


hours or other service policies. How- 
ever, the public rarely is clear and 
articulate in making known its view- 
point, and decisions as to store hours 
are usually reached with too little 
heed to the public interest. 


What Is the Public Interest? 


We individual consumers give only 
occasional thought to store ‘hours, 
usually at times when we experience 
inconvenience. It may be that 
through carelessness we find our- 
selves without some necessity at a 
late hour after the stores are closed, 
in which case we can have little 
ground for complaint. Or it may be 
a matter for just indignation, as 
when with much effort we go to a 
shopping center during normal busi- 
ness hours and discover that because 
of irregular or unusual hours among 


the stores too many are closed for | 


us to accomplish our shopping. Yet 
these are isolated cases in our daily 
life, and we probably go no further 
to inquire into the reasons for the 
existing store hour practices or to 
make our sentiments known to the 
merchants. 

Before discussing this matter, we 
should distinguish between the prob- 
lem in “convenience goods” stores 
and in “shopping goods” stores. The 
former type sell mainly staple or 
perishable goods which the con- 
sumer usually buys at the most con- 
venient place, as in grocery and 
drugstores or gasoline stations. 
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These stores tend to be scattered and, 
as the consumer usually visits only 
one store to make his purchases, he 
probably does not care whether or 
not other stores in that line are also 
open at that hour. The latter type of 
stores sell merchandise for which 
we tend to “shop,” comparing offer- 
ings of various competing stores 
before buying. They usually are lo- 
cated adjacent to one another down- 
town or in suburban centers and 
compete briskly. Both for this 
reason and because the shopper ex- 
pects to find the various stores open 
when she goes to shop, their store 
hour problems are more acute. An- 
other aspect is that they tend to 
have more employees, meaning 
greater labor problems. 

Let us also point out that hours 
of stores that sell shopping goods 
may differ in three important as- 
pects: (1) the total number of hours 
open per day or per week; (2) the 
days or evenings, mornings or after- 
noons when they are open; and 
(3) the extent of uniform hours 
among similar stores. 

At first thought the public inter- 
est might seem best served if stores 
are open the maximum number of 
hours during which people might 
shop, for that would meet the con- 
venience of all shoppers. Yet fur- 
ther reflection suggests that if we 
can easily accomplish our shopping 
in eight or ten hours of the day, or 
even fewer, we should not demand 
longer hours, as there are substan- 
tial drawbacks to longer hours. The 
principal drawbacks are the higher 
costs of operation in keeping the 
stores open, the discontent caused 
among retail employees, and the in- 


ability of retailers to attract com- 
petent personnel as against more 
attractive employments. Such condi- 
tions are to the detriment of the 
public, in that they ultimately in- 
crease prices and also result in 
poorer service rendered by less ca- 
pable retail employees. 

In regard to whether stores are to 
be open certain evenings or close 
on a certain afternoon, morning, or 
entire day, the public is interested 
also. If stores are to be open in the 
evening, this practice — usually dis- 
liked by their personnel — should be 
well justified by the number of per- 
sons who must buy then, and the 
evening selected should be that most 
advantageous to such consumers. 
Daytime opening and closing hours 
also should be based on the true con- 
venience of the public. 

The third aspect of store hours, 
that they be uniform, is properly 
to be expected by the public. If cer- 
tain store hours are the best for the 
public, all similar stores shou]d ob- 
serve them. This does not mean that 
stores in different lines necessarily 
would find the same hours suitable 
for their types of customers. Stores 
that adopt longer hours in the hope 
of picking up a few stray customers 
will succeed chiefly in increasing 
their costs of operation and alien- 
ating the loyalty of their employees, 
while engendering ill feelings among 
the merchants. Stores that adopt dif- 
ferent hours or shorter hours than 
the other stores may seriously incon- 
venience many shoppers who have 
come expecting to find all the stores 
open, particularly those who have 
come from a distance. 
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The public should be reasonable 
in its store hour demands. 
shopping at certain hours is a mere 
preference, not a real necessity, the 
stores should not be expected to be 
open if their volume of business does 
not justify it. The store hours of 
bygone years no longer are needed 
by a public for which greater mo- 
bility is provided by automobiles and 
better public transit, which works 
shorter hours or only five days a 
week, and which tends to have in- 
creasing leisure time. We have seen 
the hours when banks are open al- 
most halved, with little detriment to 
the public and great benefit to their 
employees and their costs of opera- 
tion. While banking hours are not 
suggested for retailing, the mer- 
chants’ experiences in the “brown- 
out” which accompanied a recent 
coal emergency gave startling proof 
that sales volume would fall very 
little in a sharp cut in store hours. 
The public should be fair in sharing 
its growing leisure and mobility with 
the retail trade. 


Evolution of Store Hours 


Store hours at one time. were ex- 
ceedingly long, the usual working 
day extending not only from dawn 
to dusk, but far into the night as 
electric lights came into use. The 
merchant and his clerks knew few 


holidays, downtown stores often be-. 


ing open on Sundays until religious 
sentiment finally prevailed on them 
to close. The competition was tough, 
and merchants vied to offer every 
possible convenience to any poten- 
tial shopper on the street by keeping 
open. By the 1920’s store hours were 


When ~ 


relatively satisfactory, although six 
full days and an evening were the 
common lot in retailing. The better 
downtown stores achieved much 
success in leading the business to- 
ward reasonable hours, although in 
the depths of the depression clerks 
sweated through long evenings as 
hard-pressed merchants in some 
fields competed for the late trade. { 

Conditions were far better by the 
onset of World War II, largely as 
a result of wage-and-hour legisla- 
tion and union organization activity. | 
The wartime emergency caused the > 
stores to effect numerous changes 
in hours, usually in cooperation with 
government agencies, and an un- 
usual degree of harmony prevailed 
among erstwhile rivals in seeking 
together the policies which would 
promote the war effort. With the 
six-day work week, overtime, and 
night shifts in war plants, and with 
the increased employment of women, 
special shopping facilities were 
needed for war workers. Therefore, 
in large cities evening openings at 
least once a week were adopted, 
while in many smaller cities stores 
which had been open one evening 
began to open two or more evenings. 

The conclusion of the war ended 
the need for most of these special 
hours, but it also discontinued the 
wartime pressure for merchants to 
agree on Service policies, bringing 
possibilities of returning chaos of 
store hours when each merchant de- 
cides to follow his own preference. 


~The recent tendency has been to- 


ward eliminating evening openings, 
shifting away from Saturday eve- 
mings (the old tradition), and gen- 
erally shortening hours. An innova- 
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tion introduced in several eastern 
_ cities has been a five-day operating 
~ week (with stores closed on Mon- 
day) for the major stores, which 
has been adopted gradually but 
_widely, having been tried even in 
grocery stores in some cities. As has 
been true for a number of years, 
eastern cities and towns generally 

observe shorter store hours than 
places of the same size in the 
Middle West. 


Determination of Store Hours 


In far too many communities, the 
hours during which stores are open 
are merely the result of competition, 
rather than of planned policies. 
These hours may by chance be ideal 
for these communities, but often the 
merchants have committed them- 
selves to hours unsuited to their 
customers’ needs or unjustifiably 
long. Too often what has happened 
is that a merchant decided that he 
might gain some edge on his rivals 
by staying open longer hours. When 
he did so, however, the others were 
fearful of losing trade and rushed to 
outdo him, with unfortunate results 
to all parties concerned. Under these 
conditions store hour changes are 
poorly planned, come in spurts of 
sporadic rivalry, and produce bitter 
fruit in resentments among the 
affected merchants. 

Although merchants are by tradi- 
tion individualistic, in many com- 
munities they are working together 
through some central organization 
(usually the chamber of commerce) 
for the general benefit. Such joint 
action is the way to determine store 
hour policy. While in some places the 


merchants who should be the lead- 
ers fail to give support or the trade 
organization has bungled its dealing 
with the problem, the number of 
cities in which merchants are work- 
ing together is encouraging. There 
is no question of the desirability of 
these combined efforts, but they 
should be carefully planned and 
carried out. 

The store hour policy of the mer- 
chants sometimes is decided merely 
by taking a poll of the various mer- 
chants’ opinions. The advocates of 
the plan which receives a plurality 
then try to swing the others into 
line. It hardly need be said that this 
is an unscientific method of reaching 
a sound decision. Rather, the matter 
should be studied by a committee of 
retailers representing the various 
types of stores concerned, all phases 
of the problem should be explored, 
and the findings should be weighed 
by the merchants before any possi- 
ble policies are put up for decision. 
The store hour committees should 
be permanent groups, because the 
store hour problem is a continuing 
one meriting periodic reconsidera- 
tion. Moreover, such a committee 
might do much to dissuade any mer- 
chants from getting out of line and 
shattering harmony. 

In the studies of store hours made 
by the merchants, every practicable 
means should be used to learn the 
attitude of the public and its needs 
in store hours. While some light 
may be thrown on this subject 
through studies of customer traffic 
in stores, the shoppers themselves 
should be surveyed. Community or- 
ganizations composed of consumers, 
especially the various women’s or- 
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ganizations, should study store hours 
and make themselves vocal in in- 
forming the merchants’ organiza- 
tions and assisting them to deter- 
mine just what the public wants and 
needs. 

In determining store hours, the 
merchants should give greater rec- 
ognition to the public interest than 
evidently is their usual practice. In 
order to obtain information and to 
demonstrate what might be learned 
from consumers, the Bureau of Eco- 
nomic and Business Research of the 
University of Illinois has sponsored 
house-to-house surveys of more 
than a thousand consumers in re- 
cent months. Urban consumers in 
two cities and rural consumers in 
one county, all in central Illinois, 
have been surveyed. A summary of 
the results will be presented as part 
of a bulletin shortly to be published 
by the Bureau on “Store Hours for 
Shopping Goods Retailers.” 

The questionnaires used have 
sought to determine when consumers 
of various economic classes and in 
general actually shop downtown, 
their preferences in store hours, the 
necessity for shopping‘ at these 
hours, whether they are satisfied 
with present store hours, and 
whether there are certain groups 
who should be given special con- 
sideration in store hours. Much of 
the information should be helpful 
to the merchants in the areas con- 
cerned, while for those in other 
cities it will be suggestive of what 
they might seek to learn from their 
public. 


Importance of the Problem 


Merchants are becoming more 


deeply and intelligently concerned 
with attaining the most suitable 


store hours and uniform hours 
among similar stores. There are 
strong incentives for this interest: 
the satisfaction of their public, the 


spirit of their employees, and the | 


profit they will receive from reach- 


ing the best balance of operating © 


costs and sales volume. They will 


find the right answer only by free-_ 
ing themselves of past preconcep- — 
tions as to store hours’ and entering | 


into unbiased study of the various 
phases of the problem, including the 
public interest. 


A situation is present in many 


cities which is fatal to obtaining uni- 
form hours or to attempts to make 


such an unbiased study. It grows © 


out of resentments and grudges 
among the merchants which have 
developed from past disagreements 
on store hours and other matters. 


It is said to be so serious in some | 


places that merchants can discuss 
hardly any subject requiring their 
agreement without such feelings 
breaking out and ruining the meet- 
ing. One need not comment on how 
unwholesome this is both for the 
retailers and the communities they 
serve. 

Citizens should work for cooper- 
ation among their retailers on store 
hours and other matters, not only 
for their own convenience but for 
the community welfare as well. The 
retail businesses are important foun- 
dations of community prosperity, 
and the most important factor of 
economic life in many trading 
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centers is the attracting of outside 
trade to the city to shop and make 
other expenditures. Store hours and 
other retailing policies truly are a 
community-wide concern. 

Each city will have different con- 
ditions, and the ideal store hours in 
its case may be different from those 
for other places. Therefore, while 
there may be value in knowing the 
experiences of other places, each 
city should study its own situation 
and reach its own decision. This 
likewise is true of each type of re- 
tail trade whose clientele is differ- 
ent from others’, for confectionery, 
hardware, and clothing stores would 
not necessarily find the same hours 
appropriate. However, within each 
city and each type of store, the 
merchants should observe uniform 
hours well adapted to their cus- 
tomers and employees. 

Consumers should give serious 
thought to store hours and through 


their organizations inform the re- 
tailers as to their preferences, but 
the determination of store hours is 
up to the merchants themselves. It 
is they who must both set the policy 
and persuade their competitors to go 
along with them, in the general 
interest. 

We have been in a seller’s mar- 
ket, in which the possibilities of co- 
operation among merchants in de- 
ciding upon store hours have been 
at their best. We are warned of a 
rapidly approaching buyer’s market, 
when the stiffened competition 
among retailers will make such co- 
operation very difficult. Let us hope 
that in communities where the store 
hour problem has not been suffi- 
ciently studied, or where the re- 
tailers have been unable to work 
together harmoniously on civic ques- 
tions, action will come while con- 
ditions are still favorable. 


¢ 


Size of Farms. — Present-day tractors and auxiliary machines, together 
with other technological developments, have made farm workers much more 
productive. To utilize efficiently their labor and the larger capital investment 
in power and other equipment, many farmers have increased the size of their 
farm business by adding more land. The only way this could be accomplished 
in most regions was through the consolidation of existing farms into fewer 
but larger units, a trend accelerated during recent years and which promises 
to continue. 

_ The average size of farms in the United States in 1945 was 195 acres, 21 
acres larger than in 1940 and 47 acres larger than in 1920. The trend toward 
larger farms has varied regionally. In the New England states, farms aver- 
aged 18 per cent smaller in 1945 than a quarter of a century earlier, while 
farms in the west south central states averaged nearly one-third larger, and 
in the mountain states were more than doubled in size.— From Business 
Conditions, Federal Reserve Bank of Chicago, April, 1947. 


The Lewis Contempt Case 
“ICC Curms 


Division of Business Law, University of Illinois 


court decision which may 
A have a far-reaching effect 
upon the development of 
labor law and upon the relations 
between management and labor was 
that rendered March 6, 1947, by the 
United States Supreme Court in the 
case of United States v. United 
Mine Workers, or in what is known 
as the “Lewis Contempt Case.” The 
issues centered around an injunc- 
tion issued at the instance of the 
government, the validity of which 
under certain Federal statutes was 
questioned by the defendants. 

The Norris- La Guardia Act, 
passed by the Congress in 1932, di- 
vested the Federal courts of juris- 
diction to issue injunctions in a 
specified class of labor cases. The 
provisions of that law were in gen- 
eral terms and made no express ex- 
ception for the United States. 

The War Labor Disputes Act, 
passed by Congress in 1943, author- 
ized the seizure of facilities neces- 
sary for the war effort if and when 
the President found and proclaimed 
that strikes.or other labor disturb- 
ances were interrupting the opera- 
tion of such facilities. The authority 
given to seize was to terminate with 
the ending of hostilities, and the 
authority to operate facilities seized 
was to end six months after the con- 
clusion of hostilities. On December 
31, 1946, the President proclaimed 
that hostilities had terminated on 
that day. The Act did not expressly 
include the injunction as a permis- 


sible remedy in cases of violations 
of the law. 

In May, 1946, the government 
took possession of the mines in- 
volved in the case in pursuance to 
an order of the President, after the | 
President had determined that labor 
disturbances were interrupting the 
production of bituminous coal 
necessary for the operation of the 
public economy during the transi- 
tion from war to peace. 

On May 29, 1946, an agreement 
was entered into between Secretary 
of the Interior Krug and John L. 
Lewis, as President of, the United 
Mine Workers, fixing terms and con- 
ditions of employment, which agree- 
ment embodied far-reaching changes 
favorable to the miners. 

On October 21, 1946, Lewis di- 
rected a letter to Secretary Krug 
requesting a conference to begin 
November 1 for the purpose of ne- 
gotiating new arrangements con- 
cerning wages, hours, and other 
matters appertaining to the bitumi- 
nous coal industry, asserting that 
under the May 29 contract either 
party was privileged to give ten 
days’ notice of a desire for a nego- 
tiating conference which the other 
party was required to attend, and 
that fifteen days after the beginning 
of such conference either party 
could terminate the existing contract 
on five days’ notice. 

Captain N. H. Collisson, the Coal 
Mines Administrator, in answering 
for Secretary Krug denied that the 
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contract permitted negotiations for 
_ its revision and contended that the 
terms of the contract were to cover 
the period of the government’s pos- 
_ session, but expressed a willingness 
to discuss the operation of the mines 
under the agreement. 

Conferences between the union 
and the government began Novem- 
ber 1, with both sides adhering to 
their opposing views regarding the 
right of either to terminate the 
contract. It was not until November 
11 that the union presented specific 
proposals for changes in wages and 
other conditions of employment. The 
union refused to negotiate with the 
owners of the mines. 

On November 15, the union, by 
John L. Lewis, notified Secretary 
Krug that “Fifteen days having now 
elapsed since the beginning of said 
conference, the United Mine Work- 


ers of America, exercising its op-- 


tion, terminates said Krug-Lewis 

Agreement as of 12:00 o’clock P.M., 
midnight, Wednesday, November 
20, 1946.” Copies of this letter to 
Secretary Krug were sent to the 
mine workers as and for the “official 
information” strike notice. A grad- 
ual walkout of the miners started on 
November 18, and by the 20th mines 
furnishing the major part of the 
nation’s bituminous coal production 
were idle. 

On November 18, the government 
filed a complaint in the District 
Court of the District of Columbia 
against the United Mine Workers 
and against John L. Lewis, individu- 
ally and as President of the union, 
asking a judgment under the Declar- 
atory Judgment Act that the May 
29 contract could not be terminated 


by the defendants alone, and re- 
questing an injunction pending the 
final determination of the issues. 
The District Court issued a tempo- 
rary injunction restraining the de- 
fendants from continuing in effect 
the strike notice of the 15th, from 
encouraging the workers to inter- 
fere with the operation of the mines 
by strike or otherwise, and from 
taking any action which would inter- 
fere with the Court’s jurisdiction 
and its determination of the case. 

On a motion of the government 
alleging contempt of court for will- 
ful violation of the injunction, the 
defendants on the 26th moved to 
discharge the order, contending that 
such an injunction was prohibited 
by the Norris-La Guardia Act. On 
November 29, the District Court 
overruled the motion to. discharge. 
Trial was held December 3, and the 
defendants were found guilty of 
both criminal and civil contempt of 
court dating from November 18. 
The next day the District Court 
rendered judgment fining Lewis 
$10,000 and the union $3,500,000. 
Lewis ordered the miners back to 
work December 7, to work until 
April 1, 1947. 

Civil contempt of court is involved 
when a party fails to carry out an 
order of a court for the benefit or 
advantage of another party to the 
proceedings, whereas criminal con- 
tempt of court consists of an act 
done in disrespect of the court or 
its process, or which tends to bring 
the court into disrespect, or which 
obstructs the administration of 
justice. A civil contempt is not an 
offense against the dignity of the 
court but rather against the party in 
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whose behalf the order was issued, 
and a fine is imposed for his in- 
demnity. Criminal contempt is an 
offense to the court and a penalty 
of a fine or imprisonment. is im- 
posed for punishment. 

The defendants appealed to the 
United States Supreme Court, by- 
passing the Circuit Court of Ap- 
peals. The issues were argued be- 
fore the Supreme Court on January 
14, 1947, and the Court rendered 
its decision March 6. The decision 
sustained the power of the District 
Court to issue the injunction and 
upheld the finding of that Court that 
contempt was involved. While the 
Supreme Court did sustain the $10,- 
000 fine levied upon Lewis, it re- 
duced the fine levied upon the union 
to $700,000, or by four-fifths, con- 
ditioned upon the union’s with- 
drawal of the strike notice within 
five days after the issuance of the 
Court’s official mandate, else the 
amount of the fine would stand at 
the original figure of $3,500,000. 

The majority opinion was given 
by Chief Justice Vinson. Only jus- 
tices Burton and Reed joined the 
Chief Justice throughout the opinion. 

The Chief Justice statéd that a 
statute divesting pre-existing privi- 
leges in general terms would not be 
applied to the government without 
express words to that effect; that the 
term “person” as used in a law 
would not be deemed to include the 
sovereign unless there was such a 
stipulation. He found that Section 2 
of the Norris-La Guardia Act 
showed the intent of the Congress 
to confine the anti-injunction pro- 
visions of that law to disputes be- 
tween employers who were “owners 


of property” and their employees, 
and, hence, that the government was 
not included within the restrictions 
as it did not own the mines involved. 
He asserted that the records of the 
Congressional debates on the enact- 
ment of the Norris-La Guardia Act 
demonstrated the understanding of 
the Congress that the United States , 
was not to be included under the! 
Act, quoting statements made by 
Representatives La Guardia and 
Michener, promoters of the bill in 
House of Representatives, that the 
government was not within the 
scope of the proposed law. 

He discovered no suggestion in 
the Congressional debates in the 
enactment of the War Labor Dis- 
putes Act that the injunction was 
to be excluded as a_ permissible 
remedy in case of a violation of its 
provisions. He would regard the 
miners as employees of the govern- 
ment, quoting from a letter of 
Lewis to Secretary Krug dated No- 
vember 15, 1946, in which Lewis 
stated: “The Government of the 
United States seized the mines and 
entered into a contract. The mine 
workers do not propose to deal with 
parties who have no status under 
the contract.” 

In any event, as the Chief Justice 
stated, the District Court “unques- 
tionably had the power to issue a 
restraining order for the purpose of 
preserving existing conditions pend- 
ing a decision upon its own jurisdic- 
tion. . . . The defendants, in making 
their private determination of the 
law, acted at their peril. Their dis- 
obedience is punishable as criminal 
contempt. ... Proceeding further, 
we find impressive authority for the 
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proposition that an order issued by 
a court with jurisdiction over the 
subject matter and person must be 
obeyed by the parties until it is re- 
versed by orderly and proper pro- 
ceedings.” 

He asserted that the defendants 
had notice that a criminal contempt 
was charged and that they had all 
the enhanced protections accorded 
defendants in such proceedings; and 
that, since the defendants had been 
given all the rights and privileges 
owing to defendants in criminal 
contempt cases, they could not com- 
plain that the trial included a pro- 
ceeding for civil contempt, also, 
stating that: “Common sense would 
recognize that conduct can amount 
to both civil and criminal contempts. 
The same acts may justify a court in 
resorting to coercive and to punitive 
measures. Disposing of both aspects 
of the contempt in a single proceed- 
ing would seem at least a conven- 
gent practice... . Even if it be the 
better practice to try criminal con- 
tempt alone and so avoid obscuring 
the defendants’ privileges in any 
manner, a mingling of civil and 
criminal contempt proceedings must 
nevertheless be shown to result in 
substantial prejudice before a re- 
versal will be required.” 

Justice Jackson joined in the ma- 
jority opinion “except as to the 
Norris-La Guardia Act which [he 
thinks] relieved the courts of juris- 
diction to issue injunctions in this 
class of case.” 

Justices Black and Douglas con- 
curred in part. They held that 
neither the Norris-La Guardia Act 
nor the War Labor Disputes Act 
barred the injunction granted in 


this case. They stated that the labor 
disputes with which the Norris-La 
Guardia Act was concerned were 
those between private employers and 
their employees, and since the em- 
ployer in this instance was the 
United States, that Act was inap- 
plicable. The District Court had the 
power in this case to issue the in- 
junction pending adjudication of the 
controversy. But they thought that 
the decision of the Court should not 
have approved an unconditional fine 
as “criminal punishment for past 
disobedience.” They would have 
modified the decree of the District 
Court by making the full fines pay- 
able only if the defendants did not 
purge themselves “on or before a 
day certain.” 

Of the sixty full opinion decisions 
of the United States Supreme Court 
rendered during the five months 
from the opening of the present 
term last October to March 6, when 
the decision in the Lewis case was 
handed down, these two members, 
Justices Black and Douglas, have 
written thirty-four, or more than 
one-half, of the decisions of the 
Court in that period, and one cannot 
but wonder why the other seven 
members have written no more than 
twenty-six. And why has Justice 
Burton written but one out of the 
sixty ? 

Thus these two members, who 
have written over one-half of the 
decisions of the Court during the 
first five months of the present term, 
would not have punished the defend- 
ants at all if they purged them- 
selves within the time stated. It 
smacks of being willing to let a con- 
victed offender of the law go free 
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ah ee 


if he would thereafter obey the law. 
It is like locking the house after the 
entire contents thereof have been 
removed by thieves. 

Justice Frankfurter was a co- 
author of “The Labor Injunction” 
written in 1930 before the passage 
of the Norris-La Guardia Act and 
before he could foresee the develop- 
ment of the present giant monopolies 
of labor, which that law and other 
new “liberalizing” labor laws have 
made possible, and in that work he 
had criticized the then current prac- 
tice of granting injunctions in labor 
cases. He wrote a concurring-in-the- 
judgment opinion in-the Lewis case. 
He held that neither the Norris- 
La Guardia Act nor the War Labor 
Disputes Act permitted the govern- 
ment to obtain an injunction in a 
labor dispute case, but he joined in 
the judgment of the majority of the 
Court in that the District Court 
could issue the temporary injunction 


-ledge’s dissent is destroyed by its) 


It is longer than any majority or: 
concurring opinion in any of those 
decisions. 

There have been many instances; 
during recent years in which a dis-: 
senting opinion in a divided decision 
of the Supreme Court has contained| 
more convincing arguments than the: 
arguments of the majority opinion,, 
and so much so that, in many of the: 
cases, the majority opinion has; 
seemed to be nothing more than a, 
half-hearted, ineffectual attempt to) 
refute the arguments of the dissent-, 
ing Justice. 

Here, the strength of Justice Rut-. 


length and by its unnecessary detail 
and its needless repetition. He 
found nothing in the provisions of 
the two Acts, or in their legislative 
history, to justify the government’s 
contention that even a temporary in-_ 
junction was permissible in the case. 

He was much concerned that there 


and inflict punishment for violations 
thereof on the basis that the Court 
“had power to preserve the existing 
conditions in the discharge of its 
duty to permit argument and to take 


should not “be in any case an ad-. 
mixture of civil and criminal pro- 
ceedings in one,” as the procedures | 
are “so irreconciliably inconsistent. 
in many ways.” The defendant in 


the time required for such consider- 
ation as it might need to decide 
whether the controversy involved a 
labor dispute to which the Norris- 
La Guardia Act applied.” 

The Justice would have been less 
embarrassed by his previous writings 
on the subject if he had taken no 
part in the consideration of the case. 

Justice Rutledge dissented in toto 
and dissented at length. His dissent- 
ing opinion is longer than any other 
dissenting opinion written in any of 
the sixty cases of the first five 
months of the present court term. 


any case must not be “placed in con- 
tinuing dilemma throughout the pro- 
ceedings in the trial court concern- 
ing which set of procedural rights 
he is entitled to stand upon, whether 
upon the criminal safeguards or only 
on the civil.’ He did not give an 
illustration of any case less compli- 
cated than that which confronted the 
District Court in that the issues in- 
volved were simply whether the 
Court could issue the temporary in- 
junction or whether there had been 
a violation of the injunction and, if 
so, what the penalty should be. 
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He would have the fines in the 
case allocated into “specific portions 
‘as among civil damages, civil coer- 
cion and criminal punishment.” But 
just what advantages either party in 
this case would have obtained by 
such an allocation, and how that 
allocation could be made, the Justice 
did not state. 

Justice Murphy joined in the long 
dissent of Justice Rutledge and, ap- 
parently not satisfied with that, 
wrote a dissenting opinion of his 
own. He was certain that under 
Section 4 of the Norris-La Guardia 
Act no court of the United States 
could issue any temporary or perma- 
nent injunction in any case arising 
out of any labor dispute, and that 
the language of that section was 
“sufficient by itself to dispose of this 
case without further ado,” disre- 
garding entirely Section 2 of the 
Act, which he did not even mention. 
He was certain that the dispute in 
the Lewis case was a dispute be- 
tween the mine owners and their 
employees and that despite the fact 
that the controversy in the case had 
its origin solely in the contract be- 
tween the government and the union, 
a contract to which the mine opera- 
tors were not parties and one which 
contained provisions which the mine 
owners had refused to grant the em- 
ployees. 

Thus, the Lewis case resulted in a 
five-to-four decision that the Norris- 
La Guardia Act did not prohibit the 
issuance of an injunction in a labor 
case on the application of the gov- 
ernment as employer, the dissenting 
Justices being Jackson, Frankfurter, 
Rutledge, and Murphy. 


Justices Frankfurter and Jackson 
joined the majority in holding that 
the District Court could have issued 
the temporary injuction to  pre- 
serve the existing conditions while 
it determined its own authority to 
grant injunctive relief. 

The Supreme Court divided also 
on the question of the penalty. 
The two dissenting-in-toto Justices 
would, of course, have removed the 
penalty entirely. Two members of 
the Court would not have imposed 
any penalty at all if the defendants 
purged themselves within the time 
stated; else the full fines of $10,- 
000 on Lewis and $3,500,000 on 
the union should apply. The holding 
of the Court sustaining the Lewis 
fine, but reducing the fine on the 
union to $700,000, conditioned upon 
its withdrawal of the strike notice 
and compliance with the injunction 
within five days after the issuance 
of the Court’s official mandate, the 
full $3,500,000 fine to be in effect 
otherwise, was by a bare majority 
of the entire Court, five out of the 
nine members. 

It is unfortunate that the Justices, 
dissenting on the issue whether the 
Norris-La Guardia Act prohibited 
the injunction involved in this case, 
did not give as adequate considera- 
tion to the history of the passage of 
that Act through the Congress as 
the Chief Justice did. 

When the Norris-La Guardia Act 
was on passage through the House 
of Representatives, an inquiry was 
made by one of the members re- 
garding the position of the United 
States under the proposed law, and 
one of the sponsors, Representative 
La Guardia, stated: “I do not see 
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how in any possible way the United 
States can be brought in under the 
provisions of this bill.” 

Representative Michener, another 
promotor of the bill, in response to 
a like inquiry stated: “Be it re- 
membered that this bill does not 
attempt to legislate concerning gov- 
ernment employees. I do not believe 
that the enactment of this bill into 
law will take away from the Federal 
government any rights which it has 
under existing law to seek and ob- 
tain injunctive relief when the same 
is necessary for the functioning of 
the government.” In a later stage of 
the debate, Representative Michener 
repeated this view in the following 
terms: “This deals with labor dis- 
putes between individuals, not where 
the government is involved. It is my 
notion that under this bill the gov- 
ernment can function with an in- 
junction, if that is necessary in 
order to carry out the purpose of 
the government.” 

One of the dissenting Justices 
took the dubious view that the Con- 
gress must have intended to include 
the United States within the injunc- 
tion prohibition, as the two Houses 
failed to adopt suggested amend- 

ments to except the government 
from the operation of the proposed 
law. It would be more logical to as- 
sume that both Houses took the view 
that the government was not subject 
to the law, after having received the 
assurances of the two mentioned 
promoters of the measure that the 
government would not be within the 
scope of the Act. Two other dissent- 
ing Justices did not mention the state- 
ments of Representatives La Guardia 
and Michener at all. 


The dissenting members of the 
Supreme Court could have given 
some attention, as did the Chief 
Justice, to the following provisions 
of Section 2 of the Norris-La Guar- 
dia Act. . 

“Sec. 2. In the interpretation of! 
this Act and in determining the? 
jurisdiction and authority of the: 
courts of the United States, as such! 
jurisdiction and authority are herein \ 
defined and limited, the public: 
policy of the United States is hereby’ 
declared as follows: 

“Whereas under prevailing eco-. 
nomic conditions, developed with the. 
aid of governmental authority for) 
owners of property to organize in 
the corporate and other forms of. 
ownership association, the individual 
unorganized worker is commonly 
helpless to exercise actual liberty of 
contract and to protect his freedom 
of labor, and thereby to obtain ac- 
ceptable terms and conditions of em- 
ployment, wherefore, though he 
should be free to decline to associate 
with his fellows, it is necessary that | 
he have full freedom of association, | 
self-organization, and designation of | 
representatives of his own choosing, 
to negotiate the terms and conditions | 
of his employment, and that he shall 
be free from the interference, re- 
straint, or coercion of employers of 
labor, or their agents, in the desig- 
nation of such representatives or in 
self-organization or in other con- 
certed activities for the purpose of 
collective bargaining or other mutual 
aid or protection; therefore, the fol- 
lowing definitions of, and limitations 
upon, the jurisdiction and authority 
of the courts of the United States 
are hereby enacted.” 
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Had the dissenting Justices given 
attention to the provisions of Sec- 
_ tion 2, as stated, they would have 
_ discovered, as did Chief Justice Vin- 
son, that the labor controversies to 
which the Congress intended the 
_Norris- La Guardia Act to apply 
were controversies between employ- 
ers who were owners of property 
and their employees; hence, they 
could have found also that the Act 
did not prohibit an injunction in the 
case at hand as the government was 
not the owner of the mines, the 
property involved. 

The Supreme Court could also have 
sustained the injunction granted in 
the Lewis case had it considered 
some of the elementary principles 
of constitutional law. One of the 
fundamental concepts of the Federal 
Constitution is that it divided the 
functions of the government among 
three independent departments, the 
legislative, the executive, and the 
judicial; and that, while each de- 
_ partment is to be a check on the 
others, each department is also to 
be independent within its own 
sphere and is not to be hampered 
by either of the others in the per- 
formance of its own duties. 

The Court could well have taken 
the view that one branch of the 
government, the Congress, could not, 
by the Norris- La Guardia Act, 
hamper the executive branch in the 
performance of its duties to the 
public under the law in the promo- 
tion of the general welfare. 

It could have re-discovered the 
Preamble of the Constitution, which 
reads: . “We, the peoples of the 
United States, in order to form a 


more perfect Union, establish jus- 
tice, insure domestic tranquillity, 
provide for the common defence, 
promote the general welfare, and 
secure the blessings of liberty to 
ourselves and our posterity, do or- 
dain and establish this Constitution 
for the United States of America.” 

In recent years, there have been 
cases in which the Supreme Court 
has seized upon the Preamble of the 
Constitution in order to sustain 
some of the new laws, the validity 
of which was otherwise extremely 
doubtful. Consistency in the con- 
struction of the provisions of the 
Federal Constitution and of Federal 
statutes is essential to stability of 
the law, and the members of the 
High Court should be as cognizant 
of that fact as is the ordinary citi- 
zen. If the Preamble is a part of the 
Constitution for some _ purposes, 
then it should be regarded as a part 
of that document for all purposes; 
else, it should not be regarded as a 
part of the Constitution in any case. 

The Court could easily have said 
that the executive branch of the 
government was not restricted by 
the Congressional Act in the adop- 
tion of effective methods in the per- 
formance of its duties under the law 
to “promote the general  wel- 
hare, 1etcs 

That the injunction was a most 
effective means to prevent strikes is 
attested to by the long, persistent 
campaign against it carried on by 
union officers from day to day over 
a period of years—a campaign in 
which they were constantly com- 
plaining of the maladjustments due 
to abuses in the issuance of injunc- 
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tions. It was productive, finally, of 
- the Norris-La Guardia anti-injunc- 
tion law. 

No citizen who desires to acquire 
and to maintain a high standard of 
living for himself and for his fam- 
ily, and who must know that con- 
tinued universal production of all 
commodities is necessary to enable 
him to obtain and to enjoy that high 
level, and, also, that continued eff- 
cient enforcement of the law by all 
the public agencies is essential for 
the protection and preservation of 
that same high standard of living, 
can find any consolation in the deci- 
sion of the Supreme Court in the 
Lewis case, with the- close division 
in that body on the application of 
the Norris-La Guardia Act to the 
government as employer, and with 
the diverging views of different 
Justices. 


He can but know that a change in 
heart of a single one of the majority 
members, or the replacement of a 
single one of them by a newcomer, 
may result later in a decision by a 
five-to-four vote the other way. And, 
if the Court should reverse the Lewis 
case in a short interval of time, it 
would not be the first time in recent 
years that the Supreme Court of the | 
United States had rendered a deci-| 
sion in a case, only to reverse itself 
shortly thereafter in a case involv- 
ing the same question. 

The Federal Congress might very 
well amend the Norris-La Guardia 
Act to exempt the government from 
the anti-injunction provisions of that 
law. The amendment should be spe- 
cific and definite in its wording, so 
that the members of the Supreme 
Court cannot mistake the intention 
of the Congress. 


The Price Rise.— The paramount danger, however, is that the price rise 
will cause the labor unions to press their wage demands harder and further 
than has recently seemed probable. The argument that wages should be 
raised to compensate for higher food prices overlooks many other factors. 
Mainly it overlooks the fact that costs and prices of other goods would be 
raised, and that everyone who did not get the wage increases would be 
penalized not only in the cost of food, but in the cost of all the products 
of organized labor. In the longer view, it overlooks the graver imbalance 
that might exist a few months from now if factory wages, costs and prices 
were raised, only to have farm prices fall. Wage rates, once lifted, become 
relatively fixed and inflexible. Farm prices, on the other hand, at all levels 
above government support prices are set in free markets and must equate 


supply and demand. — From the March letter of the National City Bank of 
New York. 


